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ABSTRACT

Using the Contingency Approach to Management Accounting (Otley, 1980) and the
Globe Study‘s (House et al., 2004) organizational culture model, the purpose of this dissertation
is to examine the impact of organizational culture on the extent of the use of Comprehensive
Performance Measurement Systems (CPMS) in Indian manufacturing organizations. The
Balanced Scorecard (BSC) is used as a proxy to CPMS in this research. Using a survey
methodology, data were collected from 18-28 top management and other employees in each of
the 48 manufacturing organizations in India for a total of 1,126 respondents. I conducted
regressions to analyze the data. I found that organizational culture is a significant predictor of the
extent of the use of CPMS. Specifically, Performance Orientation and Future Orientation are
positively related to the extent of the use of CPMS, and Uncertainty Avoidance is negatively
associated with the extent of the use of CPMS. Additional regressions were conducted to analyze
the impact of each organizational culture dimension on the extent of the use of Financial,
Customer, Efficiency, and Innovation indicators of CPMS. The findings indicated that
organizational culture significantly predicted the extent of the use of Financial and Innovation
indicators, but not of the extent of use of Efficiency and Customer indicators in CPMS. Repeated
measures Analysis of Variance (ANOVA) was also conducted to examine if there were
significant differences in the use of financial and non-financial indicators of CPMS. This test
provided evidence that sample companies utilized financial indicators more than non-financial
indicators to monitor their performance.

vi

TABLE OF CONTENTS
ACKNOWLEDGEMENTS……………………………………………………….........................v
ABSTRACT……………………………………………………………………………………...vi
TABLE OF CONTENTS………………………………………………………………………..vii
LIST OF TABLES……………………………………………………………………………….ix
LIST OF FIGURES…………………………………………………………………………........xi
CHAPTERS
1. INTRODUCTION………………………………………………………………………...1
1.1

Contingency Approach to Management Accounting……………………….……..1

1.2

Comprehensive Performance Measurement Systems (CPMS)……………….…...2

1.3

Organizational Culture…………………………………………………………….3

1.4

Why India?..……………………………………………………………………….6

1.5

Measurement of Variables………………………………………………..……….8

1.6

Data Collection and Results……………………………………………………...10

2. LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT……………………12
2.1

Contingency Approach to Management Accounting…………………………….13

2.2

Organizational Culture…………………………………………………………...15

2.3

Comprehensive Performance Measurement Systems (CPMS)…………………..19

2.4

CPMS in India……………………………………………………………...........24

2.5

Organizational Culture and CPMS……………………...……………………….25

2.6

Model…………………………………………………………………………….26

2.7

Hypotheses Development………………………………………………………..27

3. RESEARCH METHODOLOGY………………………………………………………..44
3.1

Variables…………………………………………………………………………44

3.2

Regression Models……………………………………………………………….51
vii

3.3

Data Collection and Sample ……………………………………………………..56

4. RESULTS AND DISCUSSION……….……………………………………………….63
4.1

Statistical Testing of Assumptions of Data………………………………………63

4.2

Descriptive Statistics……………………………………………………………..64

4.3

Pearson Bivariate Correlations…………………………………………………..67

4.4

Regression Analysis……………………………………………………………...70

4.5

Components of the Dependent Variable…………………………………………77

4.6

Supplemental Tests………………………………………………………………87

5. CONCLUSION, LIMITATIONS, AND FUTURE RESEARCH…………………..…..93
5.1

Contributions to the Accounting Literature……………………………………...96

5.2

Contributions for Managers……………………………………………………...97

5.3

Limitations and Future Research………………………………………………...98

REFERENCES…………………………………………………………………………………100
APPENDIX …………………………………………………………………………………….113
CURRICULUM VITA…………………………………………………………………………126

viii

LIST OF TABLES

Table 2.1: Definition of Variables………...………………………………………................28-29
Table 2.2: Summary of Hypotheses……………………………………………………………..43
Table 3.1: List of Financial Indicators………………………………………………………..…46
Table 3.2: List of Efficiency Indicators…………………………………………………………46
Table 3.3: List of Customer Indicators.…………………………………………………………47
Table 3.4: List of Innovation Indicators………………………………………………………...48
Table 3.5: Description of Variables………………………………………………………….54-56
Table 3.6: Variables and Corresponding Questionnaire Items………………………………58-62
Table 4.1: Variables and Their Definitions…………………………………….....................64-65
Table 4.2: Means and Standard Deviations of the Variables……………………………………66
Table 4.3: Pearson Bivariate Correlations..……………………………………………………..69
Table 4.4: OLS Regression Analysis for Models 1a and 1b……………..…………………...…72
Table 4.5: Summary of Individual Hypotheses for Model (1b) ………………………..……….74
Table 4.6: Summary of Regression Results of Models 2, 3, 4, and 5………………………..….78
Table 4.7: OLS Regression for Model 2 with Financial Indicators as the DV………………….79
Table 4.8: OLS Regression for Model 3 with Efficiency Indicators as the DV……………..80-81
Table 4.9: OLS Regression for Model 4 with Customer Indicators as the DV………………....82
Table 4.10: OLS Regression for Model 5 with Innovation Measures as the DV……………….84
Table 4.11: Significant and Non-Significant Independent and Control Variables for
Models 2, 3, 4, and 5 ………………………………………………………....……85
Table 4.12: OLS Regression for Model 6 with CPMS as the Dependent Variable…………88-89

ix

Table 4.13: Pairwise Comparisons between pairs of components of CPMS……………………92

x

LIST OF FIGURES

Figure 1.1: India‘s Leadership in Manufacturing...........................................................................7
Figure 2.1: The Balanced Scorecard (BSC)..................................................................................22
Figure 2.2: Relationship between Organizational Culture and CPMS……………………….....27

xi

CHAPTER 1
INTRODUCTION

Over a last few decades, the field of performance measurement has gained notable
interest from management accounting researchers (Bol & Smith, 2011; Ittner et al., 2003; Lipe &
Salterio, 2000). Utilizing the Contingency Approach to Management Accounting (Otley, 1980),
the purpose of this research is to examine the impact of organizational culture (House et al.,
2004) on the extent of the use of Comprehensive Performance Measurement Systems (CPMS) in
India. Although extensive research has been conducted on CPMS (Bol & Smith, 2011; Lipe &
Salterio, 2000), the accounting literature has not directed its efforts on understanding and
identifying organizational culture factors that impact the extent of the use of CPMS in
companies. My research aims to fill the gap existing in the accounting literature by identifying
the organizational culture dimensions (e.g., Future Orientation, Performance Orientation and
Uncertainty Avoidance) that are associated with the extent of the use of CPMS in Indian
manufacturing organizations.
1.1

Contingency Approach to Management Accounting
The theoretical framework for this research is the Contingency Approach to Management

Accounting (Otley, 1980) and the Globe Study‘s (House et al., 2004) organizational culture
model. The premise of Contingency theory is that there is ―no universally appropriate accounting
system which applies equally to all organizations in all circumstances‖ (Otley, 1980, p. 413).
Otely (1980) states that the appropriate accounting system (i.e., CPMS in the current study) for
each organization will depend upon its specific circumstances. Such circumstances could either
be external or internal to an organization. Contingency Approach has been extensively used in
1

accounting literature (Christ & Burritt, 2012; Fullerton et al., 2012; Kallunki et al., 2011; Balsam
et al., 2011; Jokipii, 2010; Abdel-Maksoud et al., 2005; Gul & Chia, 1994; Chenhall & Morris,
1986). These studies identified several contextual factors (e.g., environmental uncertainty,
organizational size, and environmental strategy) that were found to be related to the use of
accounting systems in organizations. In my research, organizational culture is a contextual factor
that may be associated with the extent of the use of CPMS in different manufacturing
organizations in India.
1.2

Comprehensive Performance Measurement Systems (CPMS)
Neely, Gregory, and Platts (2005) define performance measurement systems as a set of

indicators that help organizations to quantifiably evaluate the efficiency and effectiveness of
their operations. Henri (2006) argues that CPMS enable a company to monitor its performance in
different areas such as customers and finances.
Noting the pitfalls of prior performance measurement systems that focused primarily on
accounting indicators (such as Return on Investments and Operating Income), Kaplan and
Norton (1992) proposed that companies should measure their performance on both financial and
non-financial measures. To achieve this objective, they developed a framework that enables
companies to measure and evaluate their performance from four perspectives1: Financial,
Customer, Efficiency, and Innovation. This framework is commonly referred to as a Balanced
Scorecard (BSC). BSC is a strategic management system that enables a company to align
operating activities with its long-term strategy. Kaplan and Norton (2007) stated that companies
have started utilizing the BSC for the following purposes:

1

Kaplan and Norton (1992) utilized the term perspectives (e.g., Financial and Customer perspectives) to indicate
these performance indicators in the Balanced Scorecard. In this dissertation, I refer to these perspectives as
‗indicators‘ or ‗measures.‘
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(1) to clarify and update strategy,
(2) to communicate strategy throughout the company,
(3) to identify and align strategic initiatives,
(4) to conduct periodic performance reviews to learn about and improve strategy.
Prior research (Rigby & Bilodeau, 2009; Atkinson, et al., 1997) regarded the
development of BSC as one of the major inventions in management accounting. This is primarily
because several studies (Davis & Albright, 2004; Hoque & James, 2000) have found the positive
effect of implementing BSC on organizational performance. For example, Davis and Albright
(2004) compared the financial performance of bank branches that implemented BSC with
branches that did not implement BSC, and found that the implementing branches showed better
financial performance than the non-implementing branches. Also, Hoque and James (2000)
reported a positive relationship between the use of balanced scorecard and organizational
performance, although the relationship did not depend on factors such as organizational size,
product life cycle and market position. Therefore, the scope of performance measurement has
evolved drastically since the introduction of BSC as a Comprehensive Performance
Measurement System (CPMS). In this research, BSC has been utilized as a proxy for CPMS.
The interest in the use of CPMS such as BSC continues to rise with a greater number of
studies calling for future research that identifies the factors that impact performance
measurement in companies (Garengo et al., 2005; Malina & Selto, 2004). Continuing with this
aim to further advance the readers‘ understanding of CPMS and factors that affect its usage, the
current study examines the impact of organizational culture on the extent of the use of CPMS in
several manufacturing organizations in India.
1.3

Organizational culture
3

Schein (1985, p. 4) defined organizational culture as ―a pattern of basic assumptions—
invented, discovered or developed by a given group as it learns to cope with their problems of
external adaptation (how to survive, grow and adapt to the external environment) and internal
integration (how to manage day-to-day functioning and develop capabilities to adapt and
survive) – that has worked well enough to be considered valuable, and therefore, to be taught to
new members as the correct way to perceive, think and feel in relation to those problems.‖ Based
on the above definition by Schein (1985), organizational culture differs among organizations as
they develop their unique ways to manage the problems related to external adaptation and
internal integration. Such cultural differences in organizations in any society are likely to create
differences in the ways in which organizations use their CPMS. Evans (2008) argued that
copying the successful practices of an organization may not lead to success in the second
organization.
Evans (2008) also provided evidence that organizational culture varies from company to
company, within a country. ―In some companies, raw ambition is taken for granted, while in
others subordination of one‘s own agenda to the good of the organization is expected‖ (Evans,
2008, p. 453-454).
1.3.1 The Globe Study (House et al., 2004)
In this research, I use the Globe Study‘s (House et al., 2004) organizational culture
model. The Globe Study (House et al., 2004) is the latest organizational culture model available
for use by researchers. This study added newer dimensions of culture such as Humane
Orientation. The Globe Study (House et al., 2004, p. 15) defines culture as ―shared motives,
values, beliefs, identities, and interpretations or meanings of significant events that result from
common experiences of members of collectives and are transmitted across age generations.‖
4

During the period of 1994-1997, the Globe Study (House et al., 2004) collected data from over
17,000 managers in 951 companies in three industries (food processing, financial services, and
telecommunication services) in 62 countries with the help of several country co-investigators.
This model identified the following dimensions of organizational culture: Humane Orientation,
Gender Egalitarianism, Power Distance, Collectivism (Institutional and In-group), Performance
Orientation, Future Orientation, Uncertainty Avoidance, and Assertiveness. The current research
utilized the Globe Study‘s Organizational culture Practices Survey (House et al., 2004) to
measure organizational culture in 48 companies in India. Each organizational culture dimension
(e.g., Performance Orientation, Future Orientation, and Uncertainty Avoidance) is used as an
independent variable.
Previously, limited research exists that analyzed the impact of organizational culture on
the extent of the use of CPMS in organizations. Henri (2006), in a study of Canadian firms,
examined the relationship between organizational culture values of flexibility and control, and
diversity of the use of different performance indicators. The author found that firms with
―flexible-type‖ culture values use more performance indicators than firms with ―control-type‖
culture values. However, no research was found that has utilized the Globe Study‘s (House et al.,
2004) organizational culture model to examine the impact of each organizational culture
dimension (e.g., Future Orientation and Performance Orientation) on the extent of the use of
CPMS in different organizations. The Globe Study (House et al., 2004) is an extension of the
organizational culture model developed by Hofstede et al. (1990). Hofstede et al. (1990)
developed six organizational culture dimensions based on a small study of 20 organizations in
Denmark and the Netherlands. The Globe study (House et al., 2004) is one of the most
comprehensive cultural models for understanding an organization‘s or society‘s culture. Also,
5

this study is more recent and has a considerably larger sample, making it more relevant and
universal.
1.4

Why India?
The data for this research was collected from India. In this section, I provide an overview

of the Indian manufacturing sector and the reasons for choosing India as the center of this
research. India‘s manufacturing sector generates about 15% of its overall GDP (Keshava, 2013).
Prior research (Joseph et al., 1999) noted that Indian manufacturing companies have started
investing in world-class manufacturing capabilities such as Total Quality Management (TQM)
since India started liberalizing its economy in 1991. As such, Indian manufacturing companies
are focusing on a variety of aspects such as treatment of customers, quality of products and
processes, performance evaluation and reporting systems to actively compete in global markets.
India‘s manufacturing sector has a huge growth potential. A recent report by McKinsey
Consulting (Dhawan, Swaroop, & Zainulbhai, 2012) predicted that India‘s manufacturing sector
would flourish because of two main reasons: (1) increased domestic consumption and (2)
increased inflow of foreign capital for investments in India. Specifically, the report stated that
India could become a global leader in a number of manufacturing sectors by 2025. Figure 1.2
identifies the manufacturing sectors where India could attain manufacturing leadership.
This anticipated growing role of India in the world economy justifies research efforts on
organizations in India. Organizational culture is one of the important factors for organizations to
consider before they expand internationally and create alliances with foreign companies
(Schraeder & Self, 2003; Pothukuchi, 2002). My research on organizational culture may have
practical implications for multinational companies interested in establishing strategic alliances
and partnerships with Indian organizations. U.S. and other western companies can gain in-depth
6

understanding about how organizational culture influences the extent of the use of CPMS in
organizations in developing countries such as India, and use this knowledge to make decisions
related to establishing partnerships with foreign organizations.

Figure 1.1: India’s Leadership in Manufacturing.

McKinsey Consulting report (Dhawan et al., 2012)
Given the potential of high growth, it is interesting that only a few published studies
(Kallapur & Krishnan, 2009; Anand et al., 2005; Sulaiman et al., 2004; Joshi, 2001; Anderson &
Lanen, 1999) have concentrated on management accounting practices in India. For example,
Sulaiman et al. (2004) conducted a detailed literature review to examine the adoption of
traditional and contemporary management accounting practices in the following four nations:
China, India, Malaysia, and Singapore. Citing several studies including Joshi (2001) and
Anderson and Lanen (1999), the authors found that given their risk-averse behaviors, Indian
managers are still hesitant in the use of new management accounting tools. Another example is
Joshi (2001), who examined the adoption level of management accounting practices in
Australian and Indian corporations. Joshi (2001, p. 93) found that ―Indian management generally
7

avoids risks, is quite conservative, and less innovative in adopting new management accounting
techniques. Since Indians have a long history of their heritage, it takes them a longer time to
change their societal values and practices, which also seems true in the case of adopting new
management accounting practices.‖ Given the limited amount of research on Indian management
accounting systems, a relatively unexplored area is to empirically test the impact of
organizational culture on the extent of the use of CPMS in manufacturing organizations in India.
1.5

Measurement of Variables

1.5.1 Dependent Variable
The dependent variable is the extent of the use of CPMS. This is measured as the extent
to which companies monitor their performance on different indicators such as Financial,
Customer, Efficiency and Innovation. To indicate the extent of the use of CPMS in their
organizations, the respondents answered a 20-item questionnaire developed by Hoque and James
(2000).
1.5.2 Independent Variables
Each of the organizational culture dimensions of the Globe Study (house et al., 2004) is
utilized as the independent variable in this research. The following eight independent variables
are utilized to formulate eight hypotheses in the next section:
1. Humane Orientation – ―the degree to which a collective encourages and rewards
individuals for being fair, altruistic, generous, kind, caring to others‖ (House et al., 2004,
p. 30).
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2. Gender Egalitarianism – ―the societies‘ beliefs about whether members‘ biological sex
should determine the roles that they play in their homes, organizations and communities‖
(House et al., 2004, p. 347).
3. Power Distance – ―the degree to which members of an organization or society expect
and agree that power should be shared unequally‖ (House et al., 2004, p. 30).
4. Collectivism – ―the degree to which organizational and societal institutional practices
encourage and reward collective distribution of resources and collective action‖ (House
et al., 2004, p. 30).
5. Performance Orientation – ―the extent to which a community encourages and rewards
innovation, high standards, and performance improvement‖ (House et al., 2004, p. 239).
6. Future Orientation – ―the extent to which members of a society or organization believe
that their current actions will influence their future, focus on investment in their future,
believe that they will have a future that matters, believe in planning for developing their
future, and look far into the future for assessing the effects of their current actions‖
(House et al., 2004, p. 285).
7. Uncertainty Avoidance – ―the extent to which the members of the collectives seek
orderliness, consistency, structure, formalized procedures, and laws to cover situations in
their daily lives‖ (House et al., 2004, p. 603).
8. Assertiveness – ―the degree to which individuals in organizations or societies are
assertive, tough, dominant, and aggressive in social relationships‖ (House et al., 2004, p.
395).
1.5.3 Control Variables

9

In order to analyze the relationship between organizational culture and the extent of the
use of CPMS, I control for the following variables: Organizational Strategy, Organizational
Structure, and Environmental Uncertainty. These control variables were used in prior research
(Balsam et al., 2011; Govindrajan, 1984; Gordon & Narayanan, 1984) as the relevant contextual
variables affecting the use of management control systems.
1.6

Data Collection and Results
The data were collected from 48 manufacturing organizations in India. Before collecting

the data, I applied for UTEP Institutional Review Board‘s (IRB) approval of the current study.
All the participants were required to sign an UTEP IRB approved informed consent form before
filling out the surveys. All the organizations were assured of complete confidentially of data.
I found that organizational culture is a significant predictor of the extent of the use of
CPMS in these manufacturing organizations in India. As hypothesized, Performance Orientation
and Future Orientation were positively related to the use of CPMS, whereas Uncertainty
Avoidance was negatively associated with the extent of the use of CPMS. Contrary to the
prediction, Collectivism was found to be negatively related to the extent of the use of CPMS.
The other organizational culture dimensions were insignificant.
I also analyzed the impact of each of the organizational culture dimensions on the extent
of the use of each of the four indicators (Financial, Efficiency, Customer, and Innovation
indicators) of CPMS. Organizational culture was significantly related to the extent of the use of
Financial and Innovation indicators of CPMS. However, the OLS regression models (3 and 4)
using Customer and Efficiency indicators as dependent variables were not significant.
Finally, I also conducted two supplemental analyses. First, I re-ran my regression model
with CPMS as the dependent variable after controlling for industry membership. I found that this
10

regression model was robust after controlling for the industry membership. Second, I conducted
a repeated measures One-way Analysis of Variance (ANOVA) to analyze if organizations in the
sample utilized different performance indicators (i.e., Financial, Customer, Innovation, and
Efficiency) differently and found that the overall model was significant. Pairwise comparisons
were also conducted using the Bonferroni correction to control the Type 1 error from inflating
(Field, 2009). The results of these pairwise comparisons suggested that the sample organizations
utilized financial indicators significantly more than non-financial (Customer, Efficiency, and
Innovation) indicators. However, no significant differences were found in the use of nonfinancial indicators: Efficiency, Customer, and Innovation. These indicators were utilized to a
similar extent by the sample organizations to monitor their performance.
The remainder of the dissertation is as follows. Chapter 2 provides the literature review
and hypotheses development. Chapter 3 discusses the research methodology. Chapter 4 analyzes
and discusses the results. Chapter 5 states the conclusions, limitations of the study, and provides
opportunities for future research.

11

CHAPTER 2
LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

The purpose of this research is to examine the influence of organizational culture on the
extent of use of Comprehensive Performance Measurement systems (CPMS) in Indian
manufacturing organizations. Organizational culture refers to "the pattern of shared values and
beliefs that help individuals understand organizational functioning and thus provide them with
the norms for behavior in the organization" (Deshpande & Webster 1989, p. 4). Understanding
organizational culture in different countries enables foreign companies to evaluate the possible
compatibility of potential partners in host countries, thereby reducing cultural barriers that
impede the effective and efficient functioning of international business. Pothukuchi, Damanpour,
Choi, Chen, & Ho (2002) compared the performance of joint ventures between Indian and
foreign companies in 21 countries and found that organizational culture distance was negatively
related to the performance of international joint ventures.
Schein (2010, p.162) postulated that organizational culture must be thoroughly
investigated and understood ―before companies prepare for mergers, acquisitions, and joint
ventures.‖ This has increased relevance for companies that are planning on conducting business
(i.e., finding reliable suppliers and diversification into new markets) internationally. This
research will provide guidance on identifying organizational culture dimensions that are
associated with the use of CPMS in Indian manufacturing organizations. The results will be
useful for multinational companies interested in establishing partnerships with Indian
organizations.

12

In this chapter, I will discuss relevant literature on the Contingency Approach to
Management Accounting (Otley, 1980), the Globe Study (House et al., 2004), and
Comprehensive Performance Measurement Systems (CPMS). I will also develop eight
hypotheses based on each organizational culture dimension of the Globe study (House et al.,
2004).
2.1

Contingency Approach to Management Accounting
Contingency Approach to management accounting is based on the assumption that

companies implement different accounting information systems depending upon their specific
circumstances (Otley, 1980). Some of these contextual factors that are associated with the use of
management accounting systems are technology, organizational structure, and business
environment. Otley (1980) also noted that there are other contingent (or contextual) variables
which have yet to be identified in the accounting literature, and these variables would require
empirical investigation.
Chenhall (2003) provided a review of studies applying a contingency-based framework
including Jokipii (2010) and Chenhall and Morris (1986). These studies examined the impact of
contextual variables (i.e., environmental uncertainty, size, and technology) on the design of
management control systems (MCS). Using a web-based survey of Finnish firms, Jokipii (2010)
examined the impact of contextual variables such as environmental uncertainty and
organizational structure on the internal control structure. The internal control structure includes
control environment, risk assessment, control activities, information and communication, and
monitoring. These five interrelated components were issued as a part of Committee of
Sponsoring Organization‘s Internal Control- Integrated Framework (COSO, 1992). Jokipii
(2010) found that strategy and environmental uncertainty are both significantly related to the
13

internal control structure. However, size and organizational structure were not related to the
internal control structure.
Utilizing data from 68 managers in 36 Australian manufacturing organizations, Chenhall
and Morris (1986) evaluated the impact of contextual variables of decentralization, perceived
environmental uncertainty, and organizational dependence on the perceived usefulness of
information generated by management accounting systems (MAS). The authors found these
contextual variables were significantly related to one or more aspects (i.e., scope, timeliness,
aggregation, and integration) of information provided by MAS.
Other studies (Christ & Burritt, 2012; Fullerton et al., 2012; Kallunki et al., 2011; Balsam
et al., 2011; Abdel-Maksoud et al., 2005; Gul & Chia, 1994) have also utilized Contingency
Approach in research related to Management Control Systems. Kallunki et al. (2011) examined
the mediating effects of formal (e.g., contractual obligations) and informal controls implemented
by firms on the positive relationship between the extent of the use of Enterprise Resource
Planning Systems (ERPSs), and future financial and non-financial performance. ―ERPSs are
organization-wide information systems that can be used to manage and coordinate all the
resources, information, and functions of a business from shared data stores‖ (Kallunki et al.,
2011, p. 21). Utilizing survey data from 70 Finnish business units, Kallunki et al. (2011) found
that the use of formal controls mediate the positive effect of implementing EPRSs on nonfinancial performance. Also, non-financial performance ultimately translates into financial
performance. This research highlighted the benefits of implementing EPRSs in organizations,
and how these systems may ultimately result in improved non-financial and financial
performance.

14

Balsam et al. (2011) found that companies following a Cost Leadership strategy place
higher weights on sales (an accounting performance indicator) in calculating executive
compensation, as compared to firms following a Differentiation strategy, which place lower
weights on accounting measures to calculate executive compensation.
Chris and Burritt (2012) examined the impact of several contextual factors on the present
and future use of Environmental Management Accounting (EMA) in Australian organizations.
Companies use EMA as a means of improving environmental and economic performance. The
authors found that organizational size, environmental sensitivity of the industry of which an
organization belongs to, and environmental strategy are significant predictors of the present and
future use of EMA. Specifically, large organizations are more likely than small organizations to
use EMA. Also, companies belonging to industries with increased environmental sensitivity are
also more likely to use EMA than companies belonging to industries with little or no
environmental sensitivity. Finally, companies that follow an active environmental strategy are
more likely to use EMA.
Chenhall (2003) stated that there is limited research that analyses the impact of
organizational culture on the use of management control systems. Therefore, my research aims to
extend the contingency approach to management accounting by providing evidence that
organizational culture is one of the contextual factors that is associated with the use of
accounting systems such as CPMS.
2.2

Organizational culture
Culture has been defined by different researchers (House et al., 2004; Schein, 1992;

Hofstede, 1980) at the national, organizational, and individual levels. The following are the
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examples of different national and organizational culture models that are extensively used in the
accounting literature.
At the national level, House et al. (2004), Schwartz (1999), and Hofstede (1980)
developed models of culture. For example, Hofstede and colleagues‘ (1980, 1991, 2010) national
culture model consists of six national culture dimensions: Power Distance, Individualism (versus
Collectivism), Masculinity (versus Femininity), Uncertainty Avoidance, Long-term Orientation,
and Indulgence (versus Restraint). The Globe Study (House et al., 2004) developed a model of
national culture with the following dimensions: Humane Orientation, Gender Egalitarianism,
Power Distance, Collectivism (In-Group and Institutional Collectivism), Performance
Orientation, Future Orientation, Uncertainty Avoidance, and Assertiveness.
Similarly, Schwartz (1999) developed a model to understand culture at the national level
and divided the national culture of a country into seven value types. These value types are
Conservatism, Autonomy (Intellectual and Affective autonomy), Hierarchy, Mastery, Egalitarian
commitment, and Harmony.
At the organizational level, Hofstede et al. (1990) developed six organizational culture
dimensions to conceptualize organizational culture. Later on, Hofstede and Waisfisz2 further
developed these organizational culture dimensions, which are Means Oriented (versus Goal
oriented), Internally Driven (versus Externally Driven), Local (versus Professional), Open
System (versus Closed System), Employee Oriented (versus Work Oriented), Easy Going Work
Discipline (versus Strict Work Discipline), Degree of Acceptance of Leadership Style, and the
Degree of Identification with Organization. Hofstede and colleagues viewed national culture and

2

No year specified.
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organizational culture as being of different orders (or layers), and suggested that the same
dimensions cannot be used to measure organizational culture.
The Globe Study‘s (House et al., 2004) organizational culture model consisted of the
same dimensions (e.g., Humane Orientation and Performance Orientation) as those used to
describe their national culture model. The Globe study (House et al., 2004, p. 37) holds the view
that organizational and national cultures belong to the same level. The Globe Study (House et al.,
2004) states that ―organizational cultures reflect the societies in which they are embedded.‖
2.2.1 What is the Globe Study (House et al., 2004)?
The Globe Study (House et al., 2004, p. 15) defines culture as ―shared motives, values,
beliefs, identities, and interpretations or meanings of significant events that result from common
experiences of members of collectives and are transmitted across age generations.‖ During the
period of 1994-1997, the Globe Study (House et al., 2004) collected data from over 17,000
managers in 951 companies in three industries (food processing, financial services, and
telecommunication services) in 62 countries.
The Globe Study (House et al., 2004) is unique because unlike Hofstede (1980) cultural
model, the Globe study does not assume that knowing cultural values will provide guidance
about the cultural practices. Therefore, the Globe Study‘s (House et al., 2004) cultural model
included both cultural values and cultural practices. The differences between cultural values and
practices were reflected in the questions asked to the respondents. On one hand, some items
asked respondents about how things are done in their organizations. For example, ―In this
organization, people are generally: very friendly (7) – very unfriendly (1)‖ is a cultural practice
(―as is‖) question. On the other hand, some items asked respondents about how things should be
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in the organizations. For example, ―In this organization, people should be encouraged to be:
tender (7) – tough (1)‖ is a cultural value (―should be‖) question.
In the current research, I measure organizational culture practices (i.e., the way things
are in organizations) rather than organizational culture values (i.e., the way things should be) to
represent my independent variable, organizational culture. In the next paragraph, I will provide
reasons for the use of the Globe Study (House et al., 2004) in this research.
2.2.2 Reasons for the Use of the Globe Study
The Globe Study (House et al., 2004) has begun to evoke increased interest from
researchers in several disciplines. The analysis of Google Scholar reveals that the Globe Study
(House et al., 2004) has been cited over 2500 times.
Among all the cultural models available (Hofstede, 1980; Schwartz, 1999), the Globe
Study (House et al., 2004) is the most comprehensive model. This is because it identified newer
dimensions of culture such as Humane Orientation and Performance Orientation, thereby
extending the readers‘ overall knowledge about culture. Also, the Globe Study (House et al.,
2004) is a major improvement over prior cultural models (Hofstede, 1980; Schwartz, 1999)
because the previous models failed to distinguish between the cultural values and cultural
practices in a society or an organization. The Globe Study (House et al., 2004) found that the
cultural values and cultural practices are different by reporting negative correlations between the
cultural values and the cultural practices for seven out of nine cultural dimensions in its model
(House et al., 2006).
Further support for following the Globe Study (House et al., 2004) is because the study is
more recent and has a considerably larger sample, making it more relevant and universal.
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Hofstede et al. (1990) organizational culture model was based on the data collected from a
sample of 20 companies in Denmark and Netherlands. The small sample of the Hofstede et al.
(1990) organizational culture model limits its universal applicability.
All of the above reasons justify the use of the Globe Study (House et al., 2004) to
conceptualize organizational culture
2.3

Comprehensive Performance Measurement Systems
In this section, I will discuss the literature related to the use of Comprehensive

Performance Measurement Systems (CPMS). I briefly describe Management Control systems,
and how they are related to CPMS.
Simons (1990, p. 128) refers to Management control systems as ―the formalized
procedures and systems that use information to maintain or alter patterns in organizational
activity.‖ These systems ―include information-based processes for planning, budgeting, cost
control, performance evaluation, etc.‖ (Simons, 1991, p.49). Neely et al. (2005) defines
performance measurement systems as a set of indicators that help organizations to quantifiably
review the efficiency and effectiveness of their operations. Henri (2006) argues that CPMS
enables a company to monitor its performance in different areas such as customers, and finances.
One example of CPMS is Balanced Scorecard (BSC), which was developed by Kaplan and
Norton (1992). CPMS has been a fertile area for researchers in the field of management control
systems (Bol & Smith, 2011; Hall, 2008; Henri, 2006; Banker et al., 2004; Davis & Albright,
2004; Ittner et al., 2003; Hoque & James, 2000; Lipe & Salterio, 2000). More literature review
on BSC and CPMS is provided in the next section.
2.3.1 Balanced Scorecard as CPMS
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Since its introduction over two decades ago, the Balanced Scorecard (BSC) has
revolutionized the field of CPMS. Kaplan (2009) describes Robert Norton and his interest in
developing BSC as based on a belief of a notable British scientist, Lord Kelvin (1883), who said
the following during a lecture delivered at the Institution of Civil Engineers in London on May 3,
1883:
“I often say that when you can measure what you are speaking about, and express it in
numbers, you know something about it; but when you cannot measure it, when you cannot
express it in numbers, your knowledge is of a meager and unsatisfactory kind.
If you cannot measure it, you cannot improve it‖
Therefore, Kaplan and Norton (1992) developed BSC as a multi-dimensional
performance measurement system to overcome the limitations of financial measures (i.e.,
accounting-based measures) companies use to evaluate their performance. Prior research
(Verbeeten & Boons, 2009) has provided the shortcomings of using accounting indicators (i.e.,
return on investment, and operating income) to measure organizational performance. Verbeeten
and Boons (2009) noted that the accounting-based performance measures provide lagging
information about a company‘s performance, sometimes causing management to wrongfully
reward employees on the basis of short-term performance at the cost of long-term organizational
performance.
The BSC is a multi-dimensional performance measurement system that includes both
lagging indicators (i.e., Financial) and leading indicators (i.e., Non-financial indicators such as
Customer, Innovation, and Efficiency indicators) for measuring and evaluating firm performance
(Kaplan & Norton, 1996). These indicators are described as follows:
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1. Financial indicators: These indicators in BSC enable a company to measure its
performance on key financial areas such as return on investments (ROI), return on
equity (ROE), operating income, and sales growth. Monitoring financial indicators
enables companies to answer questions such as ―how should we appear to our
shareholders‖ (Kaplan & Norton, 1996, p.76)?
2. Customer indicators: ―These measures enable companies to align their core
customer outcome measures – satisfaction, loyalty, retention, acquisition, and
profitability – to targeted customer and market segments‖ (Kaplan & Norton, 1996, p.
63). Measures related to customers include market share, on-time delivery, results of
customer satisfaction surveys, and number of customer complaints.
3. Efficiency indicators: These measures quantify the operations of a company. They
enable a company to measure its performance on indicators that can meet shareholder
and customer expectations (Kaplan & Norton, 1996). Measures such as labor
efficiency variance, material efficiency variance and manufacturing lead time are
examples of internal business process measures.
4. Innovation indicators: The last set of performance measures relates to Innovation
indicators, such as number of new patents and number of new product launches.
These measures enable companies to achieve desired performance in all the other
indicators by requiring them to answer the question ―How can we continue to
improve and create value‖ (Sasirekha, 2012, p. 210)?
Figure 2.1 depicts the four components of BSC, and how they can help a company
monitor its performance in a number of areas.
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Figure 2.1: The Balanced Scorecard (BSC)
Kaplan and Norton (1996)
2.3.2 Literature on Balanced Scorecard as CPMS
Accounting literature has published numerous studies related to BSC and CPMS. Several
studies (Anand et al., 2005; Gehrke & Horvath, 2002; Silk, 1998) have examined BSC
implementation rates in different countries. For example, Silk (1998) found that about 60 percent
of the Fortune 1000 firms in the U.S. have used BSC at some point. Similarly, Anand et al.
(2005) stated that the BSC adoption rate in India was about 45 percent. Gehrke and Horvath
(2002) reported that BSC adoption rates were less than 25% and 3% in Germany and France
respectively, although a higher percentage of companies in both the countries were familiar with
the concept of BSC. Analyses of these results demonstrate that the U.S. has the highest BSC
adoption rate in the world (Abdel-Kader et al., 2011). They suggested that the U.S.
organizational culture is compatible with the BSC because it was developed with the help of
leading U.S. companies, leading to a high adoption rate in the U.S. (Kaplan & Norton, 1992).
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adoption/implementation on organizational performance (Hall 2008; Braam & Nijssen, 2004;
Davis & Albright, 2004; Ittner et al., 2003; Hoque & James, 2000). The results of these studies
are mixed. For example, some research provides evidence of a positive effect of implementation
of BSC on organizational performance (Davis & Albright, 2004; Hoque & James, 2000).
Hoque and James (2000) reported a positive relationship between the use of balanced
scorecard and organizational performance, although the relationship did not depend on other
factors such as the market position or size of an organization. Similarly, Davis and Albright
(2004) compared the financial performance of bank branches that implemented BSC with
branches that did not, and found that the implementing branches showed better financial
performance than the non-implementing branches.
On the other hand, other studies (Braam & Nijssen, 2004, & Ittner et al., 2003) found no
impact of BSC implementation on organizational performance. Surveying 140 U.S. financial
services firms, Ittner et al. (2003) found that the adoption of BSC is not associated with
improved economic and stock market performance. Similarly, Braam and Nijssen (2004) found
that BSC usage may actually impair organizational performance if it is not aligned with the
strategy of the implementing organization. The authors also noted that aligning the use of BSC to
the company‘s strategy will positively influence firm performance.
Another area of research explores the reasons behind the failure of BSC to improve
performance (Bol & Smith, 2011; Banker et al., 2004; Lipe & Salterio, 2000). Comprehensive
Performance Measurement Systems (CPMS) such as BSC require subjective evaluation of an
employee‘s performance by the employer (Murphy & Oyer, 2001). BSC may not always be
helpful because of raters‘ cognitive limitations and biases (Lipe & Salterio, 2000). Lipe &
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Salterio (2000) hypothesized that performance evaluations of different departments using
balanced scorecards would be impacted both by common measures and unique measures
implemented by these departments. Using an experimental research design with 58 MBA
students, the authors found that supervisors‘ evaluations of divisional managers‘ performance
using BSC were based only on common measures, and not on the measures that were unique to
particular business units. In another study, Ittner et al. (2003) provide evidence that supervisors
attach greater importance to objective or quantitative measures (i.e., Financial indicators) than to
subjective or qualitative measures (such as Customer and Efficiency indicators) for performance
evaluation.
This section provided relevant literature on BSC and CPMS. It is interesting to note that
although BSC and CPMS have been researched extensively, a few gaps still exist in accounting
literature related to understanding of contextual factors that affect their usage. The current
research aims to identify the organizational culture factors (e.g., Performance Orientation and
Future Orientation) that will impact the use of CPMS. The rest of this chapter provides the
current level of management accounting research in India, specifies the research model, and
ultimately develops the hypotheses.
2.4

CPMS in India
The current research evaluates the impact of organizational culture on the extent of

CPMS use in manufacturing organizations in India. I selected India as the center of my research
because of the potential growth of the country‘s manufacturing sector. A recent report by
McKinsey Consulting (Dhawan et al., 2012) predicts that India‘s manufacturing will flourish due
to increased domestic consumption and increased inflow of foreign capital for investments in
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low cost countries such as India. Specifically, the McKinsey report states that India could
become a global leader in a number of manufacturing sectors by 2025.
Only a few studies have examined Indian management accounting practices in the
accounting literature (Kallapur & Krishnan, 2009). Joshi (2001) compared the adoption of
different accounting practices in India and Australia, and noted that Indian management is
conservative when it comes to adoption of new management accounting tools. Sulaiman et al.
(2004) conducted a thorough literature review of the adoption of traditional and contemporary
management accounting practices in Singapore, Malaysia, China, and India. Referencing a few
studies (Joshi, 2001; Anderson & Lanen, 1999), Sulaiman et al. (2004) concluded that overall
use of innovative management accounting tools in these countries is limited. Sulaiman et al.
(2004) also provided reasons for the lack of use of contemporary management accounting tools
in India. The authors said that the need for large investments as well as the Indian managers‘
risk-averse management styles are the leading reasons for the lack of use of modern management
accounting tools in the country.
Anand et al. (2005) specifically examined BSC adoption in Indian companies and found
that only about 45 percent of companies in their sample (n = 53) had adopted BSC. Joshi (2001)
also found that a large number of Indian companies place extensive reliance on financial
indicators of performance evaluation, rather than using non-financial indicators.
The increasing potential of the Indian manufacturing sector combined with the absence
of research on management accounting practices in India has motivated me to conduct this
research and fill the existing gap in the literature on Indian management accounting systems.
2.5

Organizational culture and CPMS
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Prior research has provided some association between organizational culture and the use
of balanced scorecard. For example, Letza (1996) examined the design and implementation of
BSC in three companies in different sectors and concluded that an organization‘s unique culture
must be examined before implementing a balanced scorecard. Mooraj et al. (1999) clearly noted
that BSC usage is linked to organizational culture. Citing Collins and Porras (1994), Mooraj et
al. (1999, p. 488) stated that ―a strong organizational culture can in fact override any national or
occupational differences, enveloping its employees in a ‗cult-like‘ environment.‖
Also, Chenhall (2003) proposed the existence of a strong link between organizational
culture and the design of management control systems (e.g., CPMS in the current research).
Similarly, Chavan (2009) found that successful implementation of BSC requires changes in
organizational culture as BSC usage requires extensive commitment and support from top
management for successful implementation. Henri (2006), in a study of Canadian firms,
examined the relationship between organizational culture values of flexibility and control, and
diversity of the use of different performance indicators. Henri (2006) found that firms with
―flexible-type‖ culture values use more performance indicators than firms with ―control-type‖
culture values.
There have been calls from accounting and other disciplines for research to better
understand performance measurement systems and factors affecting their implementation and
evolution (Garengo et al., 2005; Malina & Selto, 2004). The current study, which evaluates how
each organizational culture dimension (Performance Orientation, Uncertainty Avoidance, and
Power Distance) is related to the extent of the use of CPMS, is expected to make a contribution
to this area of research.
2.6

Model
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Figure 2.1 represents the model used in this research. This model maps each
organizational culture dimension of the Globe study (House et al., 2004) to CPMS. Pluses (+)
indicate the positive relationship between the organizational culture dimension (such as
Performance Orientation and Future Orientation) and the extent of the use of CPMS. Minuses (-)
indicate the negative relationship between the organizational culture dimension (such as Power
Distance and Uncertainty Avoidance) and the extent of the use of CPMS. As discussed in the
hypotheses section below, each dimension of the organizational culture is either positively or
negatively associated with the use of CPMS.

Humane
Orientation
Gender
Egalitarianism

Power Distance

+

+

+

+
-

Performance
Orientation

The extent of the
use of CPMS

-

Future
Orientation
Uncertainty
Avoidance

-

+

Assertiveness

Collectivism

Figure 2.2: Relationship between organizational culture dimensions and the extent of the
use of CPMS
2.7

Hypotheses Development
Using the contingency approach to management accounting (Otley, 1980) and the Globe

Study (House et al., 2004), this study examines the impact of organizational culture on the extent
of the use of CPMS in different organizations in India. Table 2.1 defines each variable.
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Table 2.1: Definition of variables
Variables and their

Definition

Type
Humane Orientation
(Independent)

―The degree to which a collective encourages and rewards
individuals for being fair, altruistic, generous, kind, caring to
others‖ (House et al., 2004, p. 30).

Gender Egalitarianism
(Independent)

―The societies‘ beliefs about whether members‘ biological sex
should determine the roles that they play in their homes,
organizations and communities‖ (House et al., 2004, p. 347).

Power Distance
(Independent)

―The degree to which members of an organization or society
expect and agree that power should be shared unequally‖ (House et
al., 2004, p. 30).
―The degree to which organizational and societal institutional
practices encourage and reward collective distribution of resources
and collective action‖ (House et al., 2004, p. 30).

Collectivism
(Independent)
Performance
Orientation
(Independent)
Future Orientation
(Independent)

Uncertainty Avoidance
(Independent)
Assertiveness
(Independent)
CPMS
(Dependent)

Strategy
(Control)

―The extent to which a community encourages and rewards
innovation, high standards, and performance improvement‖ (House
et al., 2004, p. 239).
―The extent to which members of a society or organization believe
that their current actions will influence their future, focus on
investment in their future, believe that they will have a future that
matters, believe in planning for developing their future, and look
far into the future for assessing the effects of their current actions‖
(House et al., 2004, p. 285).
―The extent to which the members of the collectives seek
orderliness, consistency, structure, formalized procedures, and
laws to cover situations in their daily lives‖ (House et al., 2004, p.
603).
―The extent to which individuals in organizations or societies are
assertive, tough, dominant, and aggressive in social relationships‖
(House et al., 2004, p. 395).
The dependent variable is the extent of the use of CPMS in Indian
Organizations. This variable is computed as the average of 20
items that comprise four indicators: Financial, Innovation,
Efficiency, and Customer Indicators (Hoque & James, 2000).
Strategy is a categorical variable with five categories: Defender,
Prospector, Analyzer, Reactor, and Undecided (Snow & Hrebiniak,
1980).
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Environmental
Uncertainty
(Control)
Organizational
Structure
(Control)

―the unpredictability in the actions of customers, suppliers,
competitors, and regulatory groups that comprise the external
environment of the business unit‖ (Govindrajan, 1984, p. 127).
This variable measures whether the companies in the sample have
mechanistic or organic organizational structure. This variable was
measured on a seven-point Likert scale, where the lower end of the
continuum suggested mechanistic structure and upper end
indicated organic structure (Gordon & Narayanan, 1984).

2.7.1 Humane Orientation
Humane Orientation refers to ―the degree to which a collective encourages and rewards
individuals for being fair, altruistic, generous, kind, caring to others‖ (House et al., 2004, p. 30).
The Globe Study (House et al., 2004) was the first to conceptualize Humane Orientation as a
dimension of organizational culture. There is very limited research on Humane Orientation as a
dimension of organizational culture. Parboteeah, Bronson, and Cullen (2005) examined the
impact of Humane Orientation as a national culture dimension on the individuals‘ desire to
justify ethically suspect behaviors and found that individuals in countries with high levels of
Humane Orientation were less likely to justify ethically corrupt behaviors. However, no studies
were found that related Humane Orientation to the use of accounting systems. Therefore, the lack
of existing literature on Humane Orientation makes it relevant to examine its impact on the
extent of the use of CPMS in Indian manufacturing organizations.
The Globe Study (House et al., 2004, p. 586) lists the following characteristics of high
Humane Oriented organizations: informal relationships, paternalistic approach to handling
employee problems, and organizational members‘ preference to work with others to ―get the job
done.‖ Given these characteristics, I expect high Humane Orientation to be positively related to
the extent of the use of CPMS. The use of CPMS such as BSC requires a culture of teamwork,
and commitment from top management (Chavan, 2009). Analyzing six case studies listed in the
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Bourne et al. (1999), Bourne, Neely, Platts, and Mills (2002) concluded that privately owned
companies and companies with paternalistic culture successfully implemented performance
measures in CPMS. Also, because high Humane Oriented organizations focus on both profits
and teamwork (House et al., 2004), it is likely that these organizations will use multiple
performance indicators in their CPMS to monitor firm performance. Previous research on
performance measurement systems (Wong-On-Wing, Guo, Li, & Yang, 2007) has shown that
companies using both financial and non-financial measures in CPMS are more likely to reduce
conflicts between managers and employees by focusing on both the results (outcomes measures)
and the strategy (driver-related measures) implemented to achieve those results.
The Globe Study (House et al., 2004, p. 586) specifies the following characteristics of
low Humane Oriented organizations: formal relationships among the organizational members,
standardized ways of managing problems related to external adaptation and internal integration,
and employees‘ search for supervisory support for decision making. Given these characteristics,
it is expected that employees in low Humane Oriented organizations are less innovative as they
use pre-established ways of conducting operations. As such, it seems that such companies may
be less likely to focus on the use of Non-financial indicators and more likely to focus on
financial indicators in their CPMS. Hence, I develop the following hypothesis:
H1: Humane Orientation is positively associated with the extent of the use of CPMS.
2.7.2 Gender Egalitarianism
Gender Egalitarianism refers to ―the societies‘ beliefs about whether members‘ biological
sex should determine the roles that they play in their homes, organizations and communities‖
(House et al., 2004, p. 347). From an organization‘s perspective, Gender Egalitarianism refers to
the gender equality while allocating jobs and tasks to employees. Oakley (2000) argued that
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gender equity (or gender equality) in top management means that organizations develop business
policies that are likely to include the viewpoints of all the members of an organization.
Therefore, in a high Gender Egalitarian organization, male and female employees are expected to
perform roles based on their competence rather than their gender. Prior research (Stelter, 2002;
Eagly & Johnson, 1990) has provided evidence that female and male leaders adopt different
management styles. Female leaders adopt a more democratic leadership style than their male
counterparts, who are more inclined toward adopting autocratic leadership styles. Therefore, it is
expected that high Gender Egalitarian organizations would use performance indicators in CPMS
that meet the differing needs of their male and female leaders. As such, a wide variety of both
financial and non-financial measures are expected to be used to monitor performance in such
companies.
In low Gender Egalitarian organizations, top management is gender-biased in making
task allocation decisions. ―In male-dominated and predominately male-led large corporations,
women‘s inputs and voices are often stifled‖ (Oakley, p. 322). Also, prior research has found
differences in the leadership styles of male and female leaders. For example, Stelter (2002), and
Gardiner and Triggerman (1999) found that male leaders place more emphasis on achieving
financial success as compared to female leaders, who focus more on maintaining relationships
with employees. Therefore, I argue that male-dominated top managements in low Gender
Egalitarian organizations are less likely to use non-financial measures in their CPMS to monitor
their performance. Hence, the following hypothesis is framed:
H2: Gender Egalitarianism is positively associated with the extent of the use of
CPMS.
2.7.3 Power Distance
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Power distance refers to ―the degree to which members of an organization or society
expect and agree that power should be shared unequally‖ (House et al., 2004, p. 30).
McClelland (1970) provides an extensive description of Power relations.
The vocabulary behavioral scientists use to describe power relations is strongly negative
in tone. If one opens The Authoritarian Personality (Adorno, Frenkel-Brunswik,
Levinson, & Stanford, 1950), one of the major works dealing with people who are
concerned with power, one finds these people depicted as harsh, sadistic, fascist
…..Ultimately, many claim, the concern for power leads to Nazi-type dictatorships to
political terror, police states, brainwashing, and the exploitation of helpless masses who
have lost their freedom. Even less political terms for power than these have a
distinctively negative flavor-dominance-submission, competition, zero sum game (if I
win, you lose). (p.32)
Power Distance is an important cultural dimension for India. For decades, India has had a
caste system that highlights the unequal distribution of power among different groups of people
(House et al., 2004). People from lower castes historically have been the victims of social status
and employment-based discrimination. The Government of India realizes this Power Distance
among different classes, and in order to lift the socio-economic status of the lower classes, it has
reserved a fixed percentage of seats in the country‘s highly ranked higher educational institutions
for students belonging to the lower classes. Similar reservations have been made for them in
government jobs and politics (Desai & Kulkarni, 2008). Therefore, Power Distance as a cultural
dimension holds great importance from an Indian perspective, and research should evaluate the
impact of Power Distance on the extent of the use of CPMS in Indian manufacturing
organizations.
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The Globe Study (House et al., 2004) proposes that high Power Distance organizations
are focused on achievement of narrower goals and results than low Power Distance
organizations. House et al. (2004) also note that employees in high Power Distance organizations
are given limited decision-making powers and compensated primarily through financial
remuneration. These characteristics limit the scope of the use of non-financial measures to
monitor and reward performance. Therefore, I believe that using only financial measures in
CPMS will satisfy the needs of employees in such high Power distance organizations.
On the other hand, low Power Distance organizations are more likely to use CPMS than
high Power Distance organizations. In low Power Distance organizations, supervisors and
employees work closely and decision-making authority is widely dispersed (House et al., 2004).
In this scenario, employees may feel more comfortable and encouraged to make valuable
suggestions about improvement in processes or products (House et al., 2004). This way Low
Power distance organizations may be better able to monitor a number of performance areas such
as efficiency, and innovation. Further, Harrison (1993), in a comparative study of Australia and
Singapore, found that high Power Distance societies (i.e., Singapore in this study) placed higher
reliance on accounting performance measures (e.g., return on investment and operating income)
than low Power Distance countries such as Australia. Also, the Globe study (House et al., 2004)
found strong positive relationship between high Power Distance countries and high Power
Distance organizations (α ≤ .01). Therefore, it is reasonable to expect that the low Power Distance
organizations are likely to focus on both financial and non-financial performance measures in
their CPMS to monitor and evaluate performance. Hence, I formulate the following hypothesis:
H3: Power Distance is negatively associated with the extent of the use of CPMS.
2.7.4 Collectivism
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As per the Globe Study (House et al., 2004), Collectivism consists of two components:
Institutional Collectivism (1), and In-Group Collectivism (2). These are defined by the Globe
Study as follows:
Institutional Collectivism refers to ―the degree to which organizational and societal
institutional practices encourage and reward collective distribution of resources and collective
action‖ (House et al., 2004, p. 30).
In-group Collectivism describes ―the degree to which individuals express pride, loyalty,
and cohesiveness in their organizations and families‖ (House et al., 2004, p. 30).
Overall, Collectivism reflects shared beliefs, values, and assumptions of the members of
a group (Schein, 1992). In my research, I have utilized Collectivism as a single construct because
of the lack of research on the individual components of Collectivism. This use of one construct
(i.e., reliability) was confirmed by calculating Cronbach‘s alpha (Cronbach, 1951), which was
found to be .82, a number above the minimum accepted level of .70 (Hair et al., 2006).
The Globe Study (House et al., 2004, p. 459) states that high Collectivist organizations
have the following characteristics:


Important decisions are made by groups rather than by individuals.



Compensation is often linked to what is equitable for the group.



Employees develop strong relationships with their employers.

Also, some of the salient features of High Individualist (or low Collectivist) companies
as listed in the Globe Study (House et al., 2004, p. 459) are :


Organizations are primarily interested in the work that employees perform and not
in their personal or family welfare.



Important decisions are made by individuals rather than by groups.
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In this section, I examine how collectivism as a dimension of organizational culture
influences the extent to which Indian manufacturing organizations use CPMS.
As discussed in House et al. (2004), in Collectivist organizations, groups rather than
individuals are responsible for organizational successes and failures. Also, employees in
Collectivist organizations are expected to sacrifice their personal goals in order to meet their
obligations towards their colleagues and organizations (House et al., 2004).
Because employees and managers work cohesively, sharing of information is of key
importance in these organizations. Therefore, I expect such organizations to share information on
both financial and non-financial performance measures rather than just financial measures. Also,
the use of CPMS such as BSC may promote Collectivism in companies. Prior research (WongOn-Wing, et al., 2007) has shown that the use of BSC, a type of CPMS, may be able to reduce
conflicts between managers and employees in organizations. This is because the use of BSC (a
type of CPMS) requires employers to evaluate not only the final results, but also the strategy
employed to achieve the results (Wong-On-Wing et al., 2007). Therefore, it is expected that high
Collectivist companies will use CPMS to promote collectivism in their organizations.
Alternatively, some organizations may prefer to have high individualist (or low
Collectivist) cultures in their organizations. Employees in such individualist cultures consider
themselves to be highly independent of their organizations. In low Collectivist organizations, the
employees are hired because of their skills and abilities (House et al., 2004). Given these
features, high individualist organizations are less interested in improving employees‘ skills and
knowledge, and therefore, they are not likely to measure performance on ―innovation‖ indicators
in their CPMS. Employees in low Collectivist organizations believe that they are compensated
and promoted based on their contributions rather than seniority (House et al., 2004; Erez, 1994).
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Also, because evaluation of task performance on non-financial measures involves subjective
assessments by raters and may lead to bias, measuring performance primarily on financial
measures may be best suited to the cultures of the high individualist organizations. Therefore, I
expect these individualist organizations to use CPMS to a somewhat lesser extent as compared to
the use by Collectivist organizations. I hypothesize the following:
H4: Collectivism is positively associated with the extent of the use of CPMS.
2.7.5 Performance Orientation
Performance Orientation refers to ―the extent to which a collective encourages and
rewards group members for performance improvement and excellence‖ (House et al., 2004, p.
30). Some salient features of high Performance orientation are extensive focus on training and
development, emphasis on results rather than people, and focus on feedback. Also, Performance
Orientation as a dimension of culture has not been researched sufficiently so far (House et al.,
2004). Thus, it would be interesting to examine its influence on the extent of the use of CPMS in
Indian organizations.
Given that high Performance Oriented organizations are concerned about enhancing
performance, it is expected that such companies are likely to take a holistic view of performance
measurement in their companies. It is also expected that such companies will be monitoring
different performance areas such as success in retaining customers, or innovating newer products
or processes. Therefore, I propose that such high Performance Oriented organizations are likely
to use different performance indicators to monitor their performance.
Prior accounting studies (Davis & Albright, 2004; Hoque & James, 2000) have shown
that the use of BSC (a type of CPMS) is related to performance improvement. Davis and
Albright (2004) found that financial performance of bank branches that implemented BSC
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outperformed the financial performance of non-BSC implementing bank branches of the same
organization. This provides some evidence that Performance Oriented companies may be
utilizing more sophisticated performance measurement tools (such as CPMS) to improve their
organizational performance.
High Performance Oriented organizations focus on feedback, and training and
development of employees; therefore, I expect the top management in these high Performance
Oriented organizations to promote innovative culture in order to remain competitive by
continually improving their products and processes, and adjusting their strategies to meet the
ever-changing demands of their customers. In order to stay competitive and performance
focused, such organizations are likely to holistically evaluate their performance on different
measures (i.e., financial, customer, efficiency, and innovation). As such, such high Performance
Oriented organizations are likely to increasingly use CPMS to monitor their performance.
The Globe Study (House et al., 2004) posits that low performance orientation has the
following features: preference for maintaining tradition and reduced need for taking quick
decisions. Given these characteristics, I argue that low performance oriented organizations are
not actively engaged in monitoring their external environments and continually revising their
strategies in response to market changes. Further, as low Performance Oriented organizations are
less focused on achieving performance, I argue that such organizations are less likely to focus on
multiple performance measures in their CPMS. Hence, the following hypothesis is developed:
H5: Performance Orientation is positively associated with the extent of the use of
CPMS.
2.7.6 Future Orientation
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Future Orientation refers to ―the extent to which members of a society or organization
believe that their current actions will influence their future, focus on investment in their future,
believe that they will have a future that matters, believe in planning for developing their future,
and look far into the future for assessing the effects of their current actions‖ (House et al., 2004,
p. 285).
Future Orientation is an important perspective as organizations need to make rational
choices about the allocation of scarce resources for their present and future. Some organizations
focus more on their future than others. Laverty (1996) calls it a problem of inter-temporal choice
– choices that managers make in relation to decisions such as technology investments, employee
learning and development, and entry into new markets. These decisions may affect short-term
versus long-term profitability. For example, making futuristic decisions such as investment in
technology and employee training may reduce short-term profitability, but will be expected to
enhance long-term profitability. Thus, it would be interesting to examine the impact on Future
Orientation on the extent of the use of CPMS.
Individuals in Future Oriented organizations are likely to engage themselves in ―Future
Oriented behaviors such as planning and investing for future and delaying gratification‖ (House
et al., 2002, p.6). The Globe Study (House et al., 2004) also posits that high Future Oriented
organizations are flexible and have long-term strategic focus. Also, high future-oriented
organizations also expect to have repeat business from existing clients, and success in nonfinancial measures of performance such as product quality and customer satisfaction level is as
valuable as success in financial measures is. Therefore, I expect these high Future Oriented
organizations to use CPMS to a greater extent to evaluate their organizational performance.
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BSC is multi-dimensional CPMS that enables a company to focus on both short-term
(lagging) and long-term (leading) indicators of company performance (Kaplan & Norton, 1996).
Thus, I would expect that Future Oriented organizations will use both financial and non-finance
performance measures for monitoring and evaluating their performance. As such, I posit that the
use of CPMS is well-aligned to the culture of the Future Oriented organizations.
On the other hand, low Future Oriented (or high present oriented) organizations tend to
value their present more than their future. Such organizations are likely to focus more on
achieving their short-term rather than long-term goals. The Globe Study (House et al., 2004)
states that low Future Oriented countries are likely to have organizations that are less flexible
with limited long-term strategic focus. Lang and Carstensen (2002) found that low Future
Oriented individuals are likely to engage in achieving goals that provide them quick benefits.
Therefore, assuming that such low Future Oriented employees work in these low future-oriented
organizations, I argue that these organizations are more likely to use only lagging indicators (i.e.,
financial measures) in their CPMS. Thus, I propose the following hypothesis:
H6: Future Orientation is positively associated with the extent of the use of CPMS.
2.7.7 Uncertainty Avoidance
Uncertainty Avoidance refers to ―the extent to which a society, organization, or group
relies on social norms, rules, and procedures to alleviate the unpredictability of future events‖
(House et al., 2004, p. 30). The Globe Study (2004, p. 618) states the following characteristics of
a high Uncertainty Avoidance culture: less tolerance for breaking rules, stronger resistance to
change, tendency towards formalizing interactions, and greater reliance on formalized policies
and procedures.
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High Uncertainty Avoidance organizations prefer orderliness and consistency in
performing tasks and managing day-to-day operations (House et al., 2004). Further, high
Uncertainty Avoidance companies have limited communication needs as employees in these
organizations know in advance what they are expected to do (House et al., 2004). As such, in
high Uncertainty Avoidance organizations, the focus is on the achievement of pre-specified
organizational goals rather than the generation of innovative ideas. Therefore, employees are
encouraged to become experts in their routine tasks rather than innovate or suggest
improvements in processes and products. Thus, I posit that high Uncertainty Avoidance
organizations are somewhat reluctant to use non-financial (e.g. Customer and Innovation)
measures in their CPMS. Shane (1995) posits that the Uncertainty Avoidance orientation is
related to the preference for consistency and orderliness; therefore, Uncertainty Avoidance as a
dimension of culture is negatively related to innovation.
Also, it is reasonable to expect that managers in high Uncertainty Avoidance companies
prefer consistency and orderliness in performance measurement. Because the evaluation of
performance on non-financial measures is subjective and vulnerable to raters‘ subjective
interpretation (Murphy & Oyer, 2001), I argue that high Uncertainty Avoidance organizations
are likely to focus more on financial indicators and less on non-financial indicators in monitoring
company performance.
Low Uncertainty Avoidance companies, on the other hand, are less cautious about
uncertainties or vulnerabilities surrounding them. Therefore, low Uncertainty Avoidance
organizations are more experimental and innovative. Shane et al. (1995) argue that uncertaintyaccepting societies are more innovative than Uncertainty Avoidance societies. The Globe Study
(House et al., 2004, p.618) states the following characteristics of a weak Uncertainty Avoidance
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orientation: less resistance to change, more tolerance for breaking laws, informal
communication, and informal norms and procedures. I argue that low Uncertainty Avoidance
companies are more likely to use CPMS to a greater extent for measuring performance. Because
the use of BSC provides a subjective evaluation of employees‘ performance by employers
(Murphy & Oyer, 2001), I argue that the use of a CPMS to a great extent is strongly aligned with
the organizational cultures of low Uncertainty Avoidance companies, which are less concerned
with using formal rules and procedures to evaluate their performance. Therefore, I develop the
following hypothesis:
H7: Uncertainty Avoidance is negatively associated with the extent of the use of
CPMS.
2.7.8 Assertiveness
Assertiveness refers to ―the degree to which individuals in organizations or societies are
assertive, tough, dominant, and aggressive in social relationships‖ (House et al., 2004, p. 395).
At the organizational level, Assertiveness means whether organizations encourage tough (vs.
tender), dominant (vs. non-dominant), assertive (vs. non-assertive) behavior among their
employees.
Assertiveness, as a dimension of organizational culture, is related to the issue of external
adaptation and internal integration (House et al., 2004). Assertive orientation is associated with a
‗tough-guy-macho‘ culture that encourages competition, success and progress (House et al.,
2004). Because managers in high Assertive organizations tend to encourage competition over
cooperation among employees, I posit that such organizations are less likely to use subjective
measures (i.e., non-financial measures) in evaluating the firm performance.
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Because success and progress have traditionally been objectively measured by the
bottom-line financial measures, I argue that high Assertive organizations use less ambiguous and
highly objective outcome-based measures of performance. The presence of raters‘ cognitive
limitations may limit the benefits of using a BSC in evaluating performance (Bol & Smith, 2011;
Lipe & Salterio, 2000). Hence, such companies are not likely to use all financial and nonfinancial measures in their CPMS to monitor company performance. Because high Assertive
organizations prefer to be direct and unambiguous in their communication, I hypothesize that
high Assertive organizations are likely to use CPMS to a lesser extent for evaluating
performance.
Low Assertiveness is associated with intentions to value group success rather than
individual success, promote cooperation among group members, associate competition with
defeat and punishment, have sympathy for the weak (House et al., 2004, p. 405). Therefore, I
propose that such organizations are more likely to use CPMS for measuring performance on
different performance indicators such as financial indicators, customer indicators, and internal
business process indicators, and innovation and learning indicators. This is because low
Assertive organizations believe in group success and tend to promote employees based on their
seniority rather than competence. These organizations are likely to use different performance
measures in their CPMS. Therefore, I hypothesize the following:
H8: Assertiveness is negatively associated with the extent of the use of CPMS.
Based on the extant literature, I developed eight hypotheses in the last section. Table 2.2
below summarizes the relation of each organizational culture variable (e.g., Future Orientation,
Performance Orientation, and Collectivism) with the extent of the use of CPMS in Indian
manufacturing organizations.
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Table 2.2: Summary of Hypotheses

Organizational culture
Dimension

Relation with the Dependent Variable

Humane Orientation (H1)

Positively associated with the extent of the use of CPMS.

Gender Egalitarianism (H2)

Positively associated with the extent of the use of CPMS.

Power Distance (H3)

Negatively associated with the extent of the use of CPMS.

Collectivism (H4)

Positively associated with the extent of the use of CPMS.

Performance Orientation (H5)

Positively associated with the extent of the use of CPMS.

Future Orientation (H6)

Positively associated with the extent of the use of CPMS.

Uncertainty Avoidance (H7)

Negatively associated with the extent of the use of CPMS.

Assertiveness (H8)

Negatively associated with the extent of the use of CPMS.

In the next section, I will discuss the research methodology.
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CHAPTER 3
RESEARCH METHODOLOGY

This dissertation examines the impact of organizational culture on the extent of the use of
Comprehensive Performance Measurement Systems (CPMS) in manufacturing organizations in
India. In this chapter, I describe the variables used in this research, the instruments used to
measure these variables, and specify the research models.
3.1

Variables

3.1.1 Dependent Variable (For Models 1a and 1b): The Extent of the Use of CPMS
The dependent variable in this research is the extent of the use of CPMS. The extent of
the use of CPMS is measured by the extent to which companies monitor their performance on
four types of performance indicators used in balanced scorecards: Financial, Customer,
Efficiency and Innovation. A complete list of all the financial and non-financial indicators used
to measure CPMS is attached in survey B in Appendix 2.2.
Financial indicators include measures that are related to the financial statements of the
company such as Operating Income, Sales Growth, and Return-on-Investment. Customer
indicators include measures such as market share, on-time delivery, customer satisfaction, and
customer response time. Efficiency indicators include measures such as rate of material scrap
loss, labor efficiency variance, material efficiency variance, and manufacturing lead-time.
Finally, Innovation indicators include measures such as the number of new patents and the
number of new product launches. The survey items used to measure the dependent variable were
taken from the Hoque and James‘ (2000) questionnaire.
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Hoque and James‘ (2000) survey consisted of 20 Likert-type scale items that measured
the extent to which each of the four types of indicators (Financial, Customer, Efficiency, and
Innovation) were used to evaluate firm performance. Each item was measured on a 5-point scale
where 1 indicated that a particular item was ―not used at all‖ to monitor firm performance, while
5 indicated usage to ―a great extent.‖ In this study, top managers in finance departments in each
organization were asked to indicate the degree of usage of each practice, using the 1 to 5 scale. A
simple average of these 20 items determined the extent of the use of CPMS in each of the sample
organizations.
3.1.2 Dependent Variable (For Models 2, 3, 4 and 5)
In addition to analyzing the impact of each dimension of organizational culture on the
extent of the use of CPMS, I also evaluate how each organizational culture dimension (e.g.,
Power Distance, Collectivism, Future Orientation, and Performance Orientation) is related to the
extent of use of each of the four components (Financial, Customer, Efficiency, and Innovation)
of CPMS.
Dependent Variable for Model 2: Financial Indicators
In model 2, I analyzed how each organizational culture dimension (Performance
Orientation, Future Orientation, and Assertiveness) is related to the use of financial indicators in
CPMS. The survey items utilized to understand the use of financial indicators were taken from
Hoque and James‘ (2000) study. These items are listed in table 3.1 below. This scale‘s reliability
was assessed by computing Cronbach‘s alpha (Cronbach, 1951). A simple average of three items
(Operating Income, Sales Growth, and Return-on-Investment) provided a measure of the extent
of the use of financial indicators.
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Table 3.1: List of Financial Indicators
Variable
Financial
Indicators

Questionnaire Items

Source

Please rate the extent to which each of the following Hoque & James
indicators is currently used in your organization by circling (2000)
the appropriate number:




Operating Income
Sales Growth
Return-on-investment

Dependent Variable for Model 3: Efficiency Indicators
In model 3, I analyzed the impact of each organizational culture dimension (Performance
Orientation, Future Orientation, and Assertiveness) on the use of Efficiency indicators in CPMS.
The extent of the use of Efficiency measures was assessed by taking a simple average of six
items listed below in table 3.3 from Hoque and James‘ (2000) questionnaire. Cronbach‘s alpha
(Cronbach, 1951) was computed to assess this scale‘s reliability.
Table 3.2: List of Efficiency Indicators
Variable
Efficiency
Indicators

Questionnaire Items

Source

Please rate the extent to which each of the following Hoque & James
indicators is currently used in your organization by circling (2000)
the appropriate number:







Rate of material scrap loss
Labor efficiency variance
Material efficiency variance
Manufacturing lead-time
Ratio of good output to total output
Percentage defective products shipped

Dependent Variable for Model 4: Customer Indicators
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In model 4, I analyzed the impact of each organizational culture dimension (Performance
Orientation, Future Orientation, and Assertiveness) on the extent of the use of Customer
indicators in CPMS. Eight items from Hoque and James‘ (2000) questionnaire were utilized to
measure the extent of the use of Customer indicators in CPMS. Cronbach‘s alpha (Cronbach,
1951) was computed to assess this scale‘s reliability. These eight items are listed below in table
3.2. A simple average of these eight items provided a measure of the extent of the use of
Customer indicators.
Table 3.3: List of Customer Indicators
Variable
Customer
Indicators

Questionnaire Items

Source

Please rate the extent to which each of the following Hoque & James
indicators is currently used in your organization by circling (2000)
the appropriate number:









Market share
On-time delivery
Number of customer complaints
Survey of customer satisfaction
Percentage of shipments returned due to poor quality
Length of cycle time from order to delivery
Warranty repair cost
Customer response time

Dependent Variable for Model 5: Innovation Indicators
In my last model, I examined the influence of each organizational culture dimension
(Performance Orientation, Future Orientation, and Assertiveness) on the use of Innovation
indicators in CPMS. Hoque and James‘ (2000) questionnaire provided three items to measure the
extent of the use of Innovation indicators in CPMS by organizations to monitor their
performance. These items are listed below in Table 3.4. A simple average of these three items
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provided a measure of the extent of the use of Innovation indicators. Cronbach‘s alpha
(Cronbach, 1951) was computed to assess this scale‘s reliability.
Table 3.4: List of Innovation Indicators
Variable
Innovation
Indicators

Questionnaire Items

Source

Please rate the extent to which each of the following Hoque & James
indicators is currently used in your organization by circling (2000)
the appropriate number:




Number of new patents
Number of new product launches
Time-to-market new products

3.1.3 Independent Variables
The independent variables used in this research are the individual dimensions (Future
Orientation, Performance Orientation, etc.) of organizational culture as developed by the Globe
Study (House et al., 2004). The Globe Study‘s Organizational Culture Practices questionnaire
was utilized to assess organizational culture in each organization. In each organization, the data
on each organizational culture dimension (Assertiveness, Humane Orientation, and Future
Orientation) were collected from about 18-28 top management and other employees. An average
of different items (as suggested in the Globe Study‘s (2004) syntax) for all the respondents in
each company generated scores for each organizational culture dimension. These organizational
culture dimensions are:
1. Humane Orientation – ―the degree to which a collective encourages and rewards
individuals for being fair, altruistic, generous, kind, caring to others‖ (House et al., 2004,
p. 30).
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2. Gender Egalitarianism – ―the societies‘ beliefs about whether members‘ biological sex
should determine the roles that they play in their homes, organizations and communities‖
(House et al., 2004, p. 347).
3. Power Distance – ―the degree to which members of an organization or society expect
and agree that power should be shared unequally‖ (House et al., 2004, p. 30).
4. Collectivism – ―the degree to which organizational and societal institutional practices
encourage and reward collective distribution of resources and collective action‖ (House
et al., 2004, p. 30).
5. Performance Orientation – ―the extent to which a community encourages and rewards
innovation, high standards, and performance improvement‖ (House et al., 2004, p. 239).
6. Future Orientation – ―the extent to which members of a society or organization believe
that their current actions will influence their future, focus on investment in their future,
believe that they will have a future that matters, believe in planning for developing their
future, and look far into the future for assessing the effects of their current actions‖
(House et al., 2004, p. 285).
7. Uncertainty Avoidance – ―the extent to which the members of the collectives seek
orderliness, consistency, structure, formalized procedures, and laws to cover situations in
their daily lives‖ (House et al., 2004, p. 603).
8. Assertiveness – ―the degree to which individuals in organizations or societies are
assertive, tough, dominant, and aggressive in social relationships‖ (House et al., 2004, p.
395).
3.1.4 Control Variables
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Building upon the Contingency framework (Otley, 1980), prior research (Govindrajan,
1984; Gordon & Narayanan, 1984) has suggested a link between the accounting information
systems used by the organizations and factors such as environmental uncertainty, and
organizational structure. I control for the following three variables in this research:
Environmental Uncertainty (EU), Organizational Structure (OS), and Strategy of the Company
(ST). These dimensions are described below:
1. Environmental Uncertainty refers to ―the unpredictability in the actions of customers,
suppliers, competitors, and regulatory groups that comprise the external environment of
the business unit‖ (Govindrajan, 1984, p. 127). Similar to the procedure used in
Govindrajan (1984), the respondents were asked to indicate the extent of unpredictability
for each of the following eight items: manufacturing technology, competitors‘ actions,
market demand, product attributes/design, raw material availability, raw material price,
government regulation, and labor union actions. Each variable was measured on a 7-point
Likert scale, with 1 indicating high predictability and 7 indicating high unpredictability.
An average of eight items measured the perceived environmental uncertainty.
2. Organizational Structure refers to the notion whether the companies in the sample had
mechanistic or organic organizational structure. Each variable was also measured on a 7point Likert scale, where the lower end of the scale indicated mechanistic structure and
the upper end indicated organic structure of the organization. An average of the items
from Gordon & Narayanan (1984) survey provided a measure of a company‘s
organizational structure.
3. Strategy: Using Myles and Snow (1978) typology, respondents were asked to select one
out of four available strategies that were currently being used in their organizations.
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These strategies are Defender, Prospector, Analyzer, and Reactor. Snow and Hrebiniak‘s
(1980) instrument was utilized to measure the strategies implemented in the sample
organizations. Because the strategy items were answered by more than one top
management employee in some organizations, two different strategies were selected. For
example, at one organization, one top management employee selected ―Prospector‖ as the
strategy type, while the other top management employee selected ―Analyzer‖ as the
relevant strategy type. In order to correct this situation, I created a fifth strategy type
―Undecided/Combined.‖ A detailed description of these strategy types is provided in
Survey B in Appendix 2.2.
Table 3.5 below reports the variables used in this research, their type, definitions and
operationalization.
3.2

Regression Models
Ordinary least squares regression is utilized to test all the hypotheses for the following

regression models:
CPMS

= β0 + β1Humane Orientation + β2Gender Egalitarianism - β3Power Distance +
β4Collectivism + β5Performance Orientation + β6Future Orientation β7Uncertainty Avoidance - β8Assertiveness + β9Strategy + β10Organizational
Structure + β11Environmental Uncertainty + ε ………………………………….(1a)

CPMS

= β0 + β1Gender Egalitarianism - β2Power Distance + β3Collectivism + β4
Performance Orientation + β5Future Orientation - β6Uncertainty Avoidance β7Assertiveness + β8Strategy + β9Organizational Structure + β10Environmental
Uncertainty + ε ………………………………………………………………….(1b)
In model 1a, β1 to β8 measured the individual effects of each Organizational culture

dimension (e.g., Future Orientation, and Collectivism) on the extent of the use of CPMS, and β9
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through β11 represented control variables. The results of model 1a were biased because of the
presence of a high degree of multicollinearity, which was confirmed by calculating Variance
Inflation Factor (VIF) for each independent variable. Hair et al. (2006) posited that the presence
of multicollinearity in data causes shared variance among variables, causing a decline in the total
variance explained (R2). As Humane Orientation caused multicollinearity (VIF = 9.73), I
developed another model (1b), deleting Humane Orientation as a dimension of organizational
culture. In the model (1b), β1 to β7 measured the individual effects of each organizational culture
dimension on the extent of the use of CPMS, and β8 through β10 represented control variables.
In addition to the above models, I also estimated regression models (2, 3, 4 and 5) to
analyze the impact of independent variables specified in model 1b on each component of the
dependent variable i.e. the Financial, Customer, Efficiency and Innovation indicators of the
CPMS. These regression models identified how different organizational culture dimensions are
related to the extent of the use of Financial, Customer, Innovation, and Efficiency performance
indicators in Indian manufacturing organizations.
Model 2 below estimates the impact of each organizational culture dimension on the
extent of the use of financial indicators (FIN) in the CPMS.
FIN

=

β0 + β1Gender Egalitarianism + β2Power Distance + β3Collectivism + β4
Performance Orientation + β5Future Orientation + β6Uncertainty Avoidance +
β7Assertiveness + β8Strategy + β9Organizational Structure + β10Environmental
Uncertainty + ε……………………………………………………………………(2)

Model 3 below estimates the impact of each organizational culture dimension on the
extent of the use of Efficiency indicators (EFF) in the CPMS.
EFF =

β0 + β1Gender Egalitarianism + β2Power Distance + β3Collectivism + β4
Performance Orientation + β5Future Orientation + β6Uncertainty Avoidance +
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β7Assertiveness + β8Strategy + β9Organizational Structure + β10Environmental
Uncertainty + ε.……………………………………………………………………(3)
Model 4 below estimates the impact of each organizational culture dimension on the
extent of the use of Customer indicators (CUS) in the CPMS.
CUS

=

β0 + β1Gender Egalitarianism + β2Power Distance + β3Collectivism + β4
Performance Orientation + β5Future Orientation + β6Uncertainty Avoidance +
β7Assertiveness + β8Strategy + β9Organizational Structure + β10Environmental
Uncertainty + ε.……………………………………………………………………(4)

Model 5 below estimates the impact of each organizational culture dimension on the
extent of the use of innovation indicators (INO) in the CPMS.
INO

3.2.1

=

β0 + β1Gender Egalitarianism + β2Power Distance + β3Collectivism + β4
Performance Orientation + β5Future Orientation + β6Uncertainty Avoidance +
β7Assertiveness + β8Strategy + β9Organizational Structure + β10Environmental
Uncertainty + ε ……………………………………………………………………(5)
Supplemental Tests

In addition to the above regression models, I also conduct two supplemental tests. First,
in order to ensure the robustness of my regression model (1b), I re-ran this model after
controlling for industry. As a majority of companies in the sample belonged to the auto sector, I
created two groups to classify industry membership: Auto-Group (1) and Non-Auto Group (0).
Hence, this model was estimated as:
CPMS

= β0 + β1Gender Egalitarianism + β2Power Distance + β3Collectivism + β4
Performance Orientation + β5Future Orientation + β6Uncertainty Avoidance +
β7Assertiveness + β8Strategy + β9Organizational Structure + β10Environmental
Uncertainty + β11Industry Membership + ε …………………………………….. (6)
Second, in order to assess if there are significant differences in the use of different

performance indicators (Financial, Customer, Efficiency and Innovation), I also conducted
repeated measures one-way Analysis of Variance (ANOVA). Repeated measures ANOVA is
used when the data for the dependent variable are obtained from the same respondents for all the
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conditions (Field, 2009). In this research, the data on all the financial and non-financial (i.e.,
Efficiency, Innovation, and customer) indicators were provided by the same set of companies.
Using a Bonferroni correction, pairwise comparisons are also conducted for the following six
pairs: FIN-CUS (pair 1), FIN-EFF (pair 2), FIN-INO (pair 3), CUS-EFF (pair 4), CUS-INO (pair
5), and EFF-INO (pair 6). Field (2009) suggested that Bonferroni correction should be applied so
that the Type 1 error is not inflated due to several pairwise comparisons (i.e., six pairwise
comparisons in the current study).
Table 3.5: Description of Variables
Variables

Type

Definition

Operationalization

Extent of the
Dependent
Use of
(Continuous)
Comprehensive
Performance
Measurement
Systems
(CPMS)

Average of the 20-items
that represent all the
financial and nonfinancial (customer,
efficiency, and
innovation) indicators.

Humane
Orientation

It refers to the extent to which
companies use their
performance measurement
systems comprehensively. The
comprehensive use is indicated
by the extent to which
companies evaluate their
performance on each of the
following measures: financial,
customer, efficiency, and
innovation indicators
Independent ―The degree to which a
(Continuous) collective encourages and
rewards individuals for being
fair, altruistic, generous, kind,
caring to others‖ (House et al.,
2004, p. 30).

Average of the items
related to this dimension
in Survey A as suggested
in the Globe Study‘s
(2004) syntax.

Independent ―The societies‘ beliefs about
(Continuous) whether members‘ biological
sex should determine the roles
that they play in their homes,
organizations and communities‖
(House et al., 2004, p. 347).
Independent ―The degree to which members
(Continuous) of an organization or society
expect and agree that power
should be shared unequally‖

Average of the items
related to this dimension
in Survey A as suggested
in the Globe Study‘s
(2004) syntax.

Gender
Egalitarianism

Power
Distance
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Average of the items
related to this dimension
in Survey A as suggested
in the Globe Study‘s

(House et al., 2004, p. 30).
Collectivism

Performance
Orientation

Future
Orientation

Uncertainty
Avoidance

Assertiveness

Strategy

Independent ―The degree to which
(Continuous) organizational and societal
institutional practices encourage
and reward collective
distribution of resources and
collective action‖ (House et al.,
2004, p. 30).
Independent ―The extent to which a
(Continuous) community encourages and
rewards innovation, high
standards, and performance
improvement‖ (House et al.,
2004, p. 239).
Independent ―The extent to which members
(Continuous) of a society or organization
believe that their current actions
will influence their future, focus
on investment in their future,
believe that they will have a
future that matters, believe in
planning for developing their
future, and look far into the
future for assessing the effects
of their current actions‖ (House
et al., 2004, p. 285).
Independent ―The extent to which the
(Continuous) members of the collectives seek
orderliness, consistency,
structure, formalized procedures,
and laws to cover situations in
their daily lives‖ (House et al.,
2004, p. 603).
Independent ―The extent to which individuals
(Continuous) in organizations or societies are
assertive, tough, dominant, and
aggressive in social
relationships‖ (House et al.,
2004, p. 395).
Control
Strategy is a categorical variable
(Categorical) with five types, Defender,
Prospector, Analyzer, Reactor,
and Undecided.
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(2004) syntax.
Average of the items
related to this dimension
in Survey A as suggested
in the Globe Study‘s
(2004) syntax.

Average of the items
related to this dimension
in Survey A as suggested
in the Globe Study‘s
(2004) syntax.
Average of the items
related to this dimension
in Survey A as suggested
in the Globe Study‘s
(2004) syntax.

Average of the items
related to this dimension
in Survey A as suggested
in the Globe Study‘s
(2004) syntax.

8-Average of the items
related to this dimension
in Survey A as suggested
in the Globe Study‘s
(2004) syntax.
Three variables
(representing three types;
Prospector, Analyzer, and
Undecided strategy types)
are created. The first type,
i.e., Defender strategy

Environmental
Uncertainty

Organizational
Structure

3.3

Control
―The unpredictability in the
(Continuous) actions of customers, suppliers,
competitors, and regulatory
groups that comprise the
external environment of the
business unit‖ (Govindrajan,
1984, p. 127)
Control
This variable measures whether
(Continuous) the companies in the sample had
mechanistic or organic
organizational structure.

type, is used as a
reference category. None
of the organizations in the
sample marked strategy
type Reactor; therefore,
this category is dropped
from the regression
model. The measure is
taken from Miles and
Snow (1978).
Average of the items
related to this dimension
in Survey B.

Average of the items
related to this dimension
in Survey B.

Data Collection and Sample
The sample consisted of data from top management and other employees in 48

manufacturing organizations in India. Most of the organizations in the sample belonged to the
auto industry (71%), whereas some organizations belonged to textiles (19%), and food,
machinery, medical equipment and other industries (10%). Given the extensive data
requirements at each organization, all sample organizations were selected through the author‘s
personal contacts as well as the networks of friends and family members3. I then scheduled a
preliminary meeting with a senior executive at each organization. These meetings were a
mixture of face-to-face and telephonic meetings. In each meeting with the members of C-suite

3

This method of selecting organizations for inclusion in research is not unusual in India. An initial list of
organizations was developed. The organizations were then selected for participation in the survey based on the
following criterion: (1) sample organizations should be manufacturing organizations, and (2) organizations must
agree to provide data from several employees from different departments such as Sales, Finance, etc.
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(i.e., Chairmen, CFOs, etc.) and senior members of human resources, I explained to them the
purpose of this research and my data requirements. I also shared the instruments in face-to-face
meetings. Verbal consent for conducting the survey was obtained, and dates for collecting data
were scheduled. Each organization was assured that the names of participating employees and
companies would be kept confidential.
Before completing the surveys, all employees were requested to sign the Informed
Consent form approved by the University of Texas at El Paso Institutional Review Board. Two
Surveys, Survey A (Organizational Culture Survey) and Survey B (CPMS and Control Variables
Survey) were used to collect data on organizational culture, CPMS, and control variables from
18-28 top management and other employees in each organization. These participants were
working at different hierarchical levels in several departments such as sales, purchasing,
accounting and finance, human resources, quality control, security, and information technology.
Survey A measured the employees‘ perceptions of their company‘s organizational
culture. The items included in the Organizational Culture survey (Survey A) were adopted from
the Globe Study (House et al., 2004). Several employees working at different hierarchical levels
in different departments such as sales, purchasing, accounting and finance, human resources,
quality control, security, and information technology in each organization completed this survey.
Survey B measured the top managers‘ perception of the companies‘ CPMS and control
variables. The items related to extent of the use of CPMS (including financial and non-financial
indicators) were taken from Hoque and James (2000). Survey questions related to Environmental
Uncertainty were taken from Govindrajan (1984), and items for Organizational Structure were
taken from Gordon and Narayanan (1984). To assess the Strategy currently implemented by the
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sample organizations, I utilized items from Snow and Hrebiniak‘s (1980) questionnaire. Survey
B was completed by 1-3 top management employees in each organization.
The data were collected using Dillman, Smyth, and Christian (2008). Dillman et al.
(2008) provide several techniques for dealing with issues in survey research such as designing
survey items and ways of increasing response rates. The complete set of surveys (Survey A and
Survey B) is included in the appendix. Table 3.6 lists the items used to measure the independent,
dependent, and control variables used in this research.
Table 3.6: Variables and Corresponding Questionnaire Items
Variables

Questionnaire Items

Source

Dependent
Variable
Extent of the
Please rate the extent to which each of the following
Use of
indicators is currently used in your organization:
Comprehensive
Performance
 Financial Indicators: Sales Growth, Operating
Measurement
Income and Return-on-investment.
Systems (PMS)
 Customer Indicators: Market share, On-time
delivery, Survey of customer satisfaction,
Customer response time, Number of customer
complaints, Percentage of shipments returned due
to poor quality, Length of cycle time from order to
delivery and Warranty repair cost.
 Efficiency Indicators: Rate of material scrap loss,
Labor efficiency variance, Material efficiency
variance, Manufacturing lead-time, Ratio of good
output to total output and Percentage defective
products shipped.
 Innovation and Learning Indicators: Number of
new patents, Number of new product launches,
and Time-to-market new products.
Independent
Variables
Humane
Orientation



In this organization, people are generally: very
concerned about others (1) - not at all concerned
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Hoque & James
(2000)

House et al.
(2004)




Gender
Egalitarianism







Power
Distance






Collectivism







about others (7).
In this organization, people are generally: very
sensitive towards others (1) - not at all sensitive
towards others (7).
In this organization, people are generally: very
friendly (1) – very unfriendly (7).
In this organization, people are generally: very
generous (1) – not at all generous (7).
In this organization, men are encouraged to
participate in professional development activities
more than women: strongly agree (1) – strongly
disagree (7).
What percentage of management positions in this
organization are filled by women? less than 10%
(1) – more than 90% (7).
In this organization, most people believe that work
would be more effectively managed if there were:
many more women in a position of authority than
there are now (1) – fewer women in a position of
authority than there are now (7).
In this organization, physically demanding tasks are
usually performed by: men (1) – women (7).
In this organization, a person‘s influence is based
primarily on: one‘s ability and contribution to the
organization (1) - the authority of one‘s position
(7).
In this organization, subordinates are expected to:
obey their boss without question (1) - question
their boss when in disagreement (7).
In this organization, people in positions of power
try to: increase their social distance from less
powerful individuals (1) - decrease their social
distance from less powerful individuals (7).
In this organization, managers encourage group
loyalty even if individual goals suffer: strongly
agree (1) – strongly disagree (7).
In this organization, group members take pride in
the individual accomplishments of their group
manager: strongly agree (1) – strongly disagree
(7).
The pay and bonus system in this organization is
designed to maximize: individual interests (1) –
collective interests (7).
In this organization: group cohesion is valued
more than individualism (1) – individualism is
more valued than group cohesion (7).
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House et al.
(2004)

House et al.
(2004)

House et al.
(2004)








Performance
Orientation







Future
Orientation





Uncertainty
Avoidance




In this organization, group managers take pride in
the individual accomplishments of group
members: strongly agree (1) – neither agree nor
disagree (4) – strongly disagree (7).
In this organization, employees feel loyalty to the
organization: strongly agree (1) – neither agree nor
disagree (4) – strongly disagree (7).
Members of this organization: take no pride in
working for this organization (1) - take a moderate
amount of pride in working for this organization
(4) - take a great deal of pride in working for this
organization (7).
This organization shows loyalty toward
employees: strongly agree (1) – neither agree nor
disagree (4) – strongly disagree (7).
In this organization, employees are encouraged to
strive for continuously improved performance:
strongly agree (1) – strongly disagree (7).
In this organization, major rewards are based on:
Only performance effectiveness (1) – performance
effectiveness and other factors (for example,
seniority or political connections) (4) – only
factors other than performance effectiveness (for
example, seniority or political connections (7).
In this organization, being innovative to improve
performance is generally: substantially rewarded
(1) – somewhat rewarded (4) – not rewarded (7)
In this organization, most employees set
challenging work goals for themselves: strongly
agree (1) – neither agree nor disagree (4) –
strongly disagree (7).
The way to be successful in this organization is to:
plan ahead (1) – take events as they occur (7).
In this organization, the accepted norm is to: plan
for the future (1) – expect the status quo (7).
In this organization, meetings are usually: planned
well in advance (1) – spontaneous (7).
In this organization, most work is highly
structured, leading to few unexpected events:
strongly agree (1) – strongly disagree (7).
In this organization, job requirements and
instructions are spelled out in detail so employees
know what they are expected to do: strongly agree
(1) – neither agree nor disagree (4) – strongly
disagree (7).
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House et al.
(2004)

House et al.
(2004)

House et al.
(2004)



Assertiveness






In this organization, orderliness and consistency
are stressed, even at the expense of
experimentation and innovation: strongly agree (1)
– neither agree nor disagree (4) – strongly disagree
(7).
House et al.
In this organization, people are generally:
(2004)
aggressive (1) –non-aggressive (7).
In this organization, people are generally:
dominant (1) –non-dominant (7).
In this organization, people are generally: assertive
(1) – non-assertive (7).
In this organization, people are generally: tough
(1) – tender (7).

Control
Variables
Strategy

Environmental
Uncertainty

Which one of the following descriptions most closely fits
your organization compared to other firms in the
industry?

Snow &
Hrebiniak
(1980)

Type A: Analyzer
Type B: Prospector
Type C: Defender
Type D: Reactor
How predictable/ unpredictable is each of the following:
Predictable (1) – Unpredictable (7)

Govindrajan
(1984)








Manufacturing and service technology
Competitors‘ actions
Product attributes/design
Raw material availability and price
Government regulation (legal and political
constraints)
Tastes and preferences of customers
Market demand
To what extent has authority been delegated to the Gordon &
Narayanan
appropriate senior managers for each of the
(1984)
following classes of decisions: No Delegation (1)
– Full Delegation (7)
o Development of new products or services
o Pricing decisions
o Selections of large investments
o Budget allocations
o Pricing decisions



Which of the following best characterizes the





Organizational
Structure
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specification of actual job tasks in your firm?
Tasks are clearly defined (1) – No formal
description of tasks exists (7).
Most operating decisions are made at: The senior
executive level (1) – The lower managerial level
(7).
The managerial styles (modes of decision making)
of your firm‘s senior managers are: Expected to
conform to a particular style (1) – Allowed a wide
range from formal to informal (7).
Does your firm publish an employee's manual?
No or Yes (Please Circle one). If yes, how
complete is it? Detailed descriptions of employee
tasks and rights are provided (1) – Only the most
basic tenets are outlined, leaving many questions
unanswered (7).

This chapter described the research methodology and specified the models used to
analyze the data collected from organizations in India. In the next chapter, I will analyze the data
and discuss results.
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CHAPTER 4
RESULTS AND DISCUSSION

The purpose of this research is to examine the influence of organizational culture on the
extent of the use of CPMS in the Indian manufacturing sector. In this chapter, I discuss the
findings of the research.
4.1

Statistical Testing of Assumptions of Data
To conduct the analysis, I began by evaluating the assumptions of regression analysis.

First, the assumption of normality of all the independent and dependent variables was evaluated.
A Shapiro-Wilk test was conducted to determine the normality of the data. I used the ShapiroWilk test in line with Field‘s (2009) suggestion that the Shapiro-Wilk test has more statistical
power for assessing the assumption of normality of data for smaller samples. Tabachnick and
Fidell (2007) stated that to assess normality of data, a stringent alpha level of .01 or .001 should
be used. Because all the variables have α > .01, the data did not depart from normality.
Appendix 1.1 reports the Shapiro-Wilk test for the variables used in this research. Second, I
checked for the assumptions of linearity and homogeneity of variance by plotting a scatterplot of
standardized residuals versus standardized predicted values (Field, 2013). The data did not
violate the assumption of linearity and homogeneity of variance. Third, I also checked for
influential cases and found that the Cook‘s distance was less than 1 for all the cases (Field,
2013). Hence, no data point influenced the results of the regression model 1b.
I also checked for multicollinearity in the regression model (1a). Multicollinearity occurs
when two or more independent variables are highly correlated. Field (2009) suggested that the
Variance Inflation Factor (VIF) should be computed to assess the presence of multicollinearity.
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VIF for each independent variable is reported in Appendix 1.2. Myers (1990) posited that a VIF
below 10 is acceptable.
In order to assess multicollinearity, VIF was computed for each independent variable. I
found that VIF for Humane Orientation was highest at 9.73. Also, in regression model 1a,
Humane Orientation‘s coefficient was very small at .01 and this coefficient was not significant (α
> .05) in predicting the extent of the use of CPMS in Indian organizations. Therefore, for the
sake of developing a parsimonious model and to correct for multicollinearity, Humane
Orientation was removed as a predictor from all the subsequent analysis. Hair et al. (2006) also
stated that multicollinearity in data causes shared variance among variables, leading to a decline
in the total variance explained (R2). In the regression model (1b), all the variables had a VIF of
less than 6, a number much lower than the prescribed upper limit of 10 (Myers, 1990).
4.2

Descriptive Statistics
Table 4.1 lists the variable names and provides a description of all the variables used in

this research.
Table 4.1: Variables and Their Definitions
Variables
CPMS

Variable Full
Name
The extent of
the use of
CPMS

HO

Humane
Orientation

GE

Gender
Egalitarianism

Description
It refers to the extent to which companies use their
performance measurement systems comprehensively. The
comprehensive use is indicated by the extent to which
companies evaluate their performance on each of the
following measures: financial, customer, efficiency, and
innovation indicators.
―The degree to which a collective encourages and rewards
individuals for being fair, altruistic, generous, kind, and
caring to others‖ (House et al., 2004, p. 30).
―The collectives‘ beliefs about whether members‘
biological sex should determine the roles that they play in
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PD

Power
Distance

COLL

Collectivism

PO

Performance
Orientation

FO

Future
Orientation

UA

Uncertainty
Avoidance

AST

Assertiveness

ST

Strategy Types

EU

Environmental
Uncertainty

OS

Organizational
Structure

their homes, organizations and communities‖ (House et al.,
2004, p. 347).
―The degree to which members of an organization or
society expect and agree that power should be shared
unequally‖ (House et al., 2004, p. 30).
―The degree to which organizational and societal
institutional practices encourage and reward collective
distribution of resources and collective action‖ (House et
al., 2004, p. 30).
―The extent to which a community encourages and rewards
innovation, high standards, and performance improvement‖
(House et al., 2004, p.239).
―The extent to which members of a society or organization
believe that their current actions will influence their future,
focus on investment in their future, believe that they will
have a future that matters, believe in planning for
developing their future, and look far into the future for
assessing the effects of their current actions‖ (House et al.,
2004, p. 285).
―The extent to which the members of the collectives seek
orderliness, consistency, structure, formalized procedures,
and laws to cover situations in their daily lives‖ (House et
al., 2004, p. 603).
―The extent to which individuals in organizations or
societies are assertive, tough, dominant, and aggressive in
social relationships‖ (House et al., 2004, p. 395).
Strategy is a categorical variable with four types: Defender,
Prospector, Analyzer, and Undecided (Myles and Snow,
1978).
―The unpredictability in the actions of suppliers, customers,
competitors, and regulatory groups‖ (Govindrajan, 1984, p.
127).
This variable measures whether the companies in the
sample had mechanistic or organic organizational structure
(Gordon & Narayanan, 1984).

Table 4.2 below reports the means, and standard deviations for the dependent,
independent and control variables used in this research.
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Table 4.2: Means and Standard Deviations of the Variables
Variable

Mean

Standard Deviation

3.65

.53

Humane Orientation

5.07

.51

Gender Egalitarianism

2.70

.47

Power Distance

3.82

.53

Collectivism

4.90

.43

Performance Orientation

5.18

.47

Future Orientation

5.25

.71

Uncertainty Avoidance

5.10

.60

Assertiveness

4.61

.43

Environmental Uncertainty

3.07

.80

Organizational Structure

3.74

.75

Dependent Variable
Extent of the Use of CPMS
Independent Variables

Control Variables

The Dependent Variable is CPMS (the extent of the use of Comprehensive Performance
Measurement System) which measures the extent of the use of certain performance indicators
(financial and non-financial indicators) in a company‘s comprehensive performance
measurement system. In this research, the BSC has been used as a proxy for CPMS. The BSC is
a multi-dimensional CPMS that enables companies to measure their performance on several
financial and non-financial indicators. The average score of CPMS of the 48 companies in the
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sample was 3.65 on a possible scale of 1-5 where the scale anchors represent the following: 1 =
not at all; 2 = to a very little extent; 3 = to some extent; 4 = to a considerable extent; and 5 = to a
great extent. Thus suggests that Indian companies are using multiple performance measures in
their CPMS, but may not be utilizing all the financial and non-financial Indicators to a great
extent. Using the same survey, Hoque and James (2000) reported that the BSC usage in 66
Australian companies was 3.10. Based on this comparison, it was interesting to note that Indian
companies made more use of the BSC than Australian companies.
All the independent variables were collected on a seven point Likert-type scale. Out of
the eight independent variables, Future Orientation had the highest average score of 5.25
followed by Performance Orientation (5.18), Uncertainty Avoidance (5.10), Humane Orientation
(5.07), and Collectivism (4.90). These results suggested that Indian manufacturing companies
were highly Humane, Collectivist, Performance and Future Oriented. Interestingly, Indian
companies were low on ender Egalitarianism (2.70), indicating that the sample organizations
were primarily male-dominated. This is line with the Globe Study‘s (House et al., 2004) Gender
Egalitarianism practices score of 2.90 for the Indian society.
4.3

Pearson Bivariate Correlations
Table 4.3 below reports Pearson Bivariate Correlations among dependent, independent,

and control variables. Given that all the independent variables are dimensions of one construct
i.e., organizational culture, significant correlations among the various cultural dimensions were
expected. The results of bivariate correlations indicated that Humane Orientation (HO) was
significantly correlated with all other independent variables. Gender Egalitarian (GE) was also
significantly correlated with Uncertainty Avoidance and Collectivism. Power Distance (PD) was
also highly correlated (α ≤ .01) with Humane Orientation, Collectivism, Performance
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Orientation, Future Orientation, and Uncertainty Avoidance. Similarly, Collectivism was also
significantly correlated with all other independent variables. Performance Orientation and Future
Orientation were also significantly correlated with all the independent variables except Gender
Egalitarianism.
It is interesting that none of the control variables (Environmental Uncertainty,
Organizational Structure, and Strategy Types) were significantly correlated with the any of the
independent variables. Also, only Environmental Uncertainty was found to be significantly
correlated with the dependent variable, the extent of the use of CPMS.
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Table 4.3: Pearson Bivariate Correlations
Variable Number

1

2

3

4

5

6

7

8

9

10

11

12

13

1.

CPMS

-

2.

HO

-.041

-

3.

GE

-.153

-.299*

-

4.

PD

.166

-.613**

-.041

-

5.

COLL

-.158

.838**

-.293*

-.611**

-

6.

PO

.064

.839**

-.156

-.622**

.814**

-

7.

FO

.044

.837**

-.244

-.663**

.794**

.819**

-

8.

UA

-.041

.869**

-.370**

-.481**

.705**

.777

.784**

-

9.

AST

.009

.621**

-.138

-.162

.510**

.527**

.588**

.585**

-

10. EU

-.296*

.006

.014

-.209

.103

.033

.125

.103

-.005

-

11. OS

-.070

-.079

.178

-.167

-.080

.063

.007

-.092

-.087

.053

-

12. UND

-.264

-.093

.160

-.012

.061

-.095

-.023

-.167

-.024

-.031

-.114

-

13. ANL

.095

.047

-.097

-.023

.086

.123

.076

.030

.106

-.013

.214

-.411**

-

14. PROS

.105

.095

-.072

-.250

-.001

.044

.100

.179

-.162

.273

-.126

-.411

-.455

14

-

CPMS = Comprehensive Performance Measurement Systems; HO = Humane Orientation; GE = Gender Egalitarianism; PD = Power Distance; COLL =
Collectivism; PO = Performance Orientation; FO = Future Orientation; UA = Uncertainty Avoidance; AST = Assertiveness; EU = Environmental Uncertainty;
OS = Organizational Structure; UND = Undecided Strategy type; ANL = Analyzer Strategy type; PROS = Prospector Strategy type; *Significant at 5%; **
Significant at 1%; ***Significant at .1%.
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4.4

Regression Analysis
The results of the Ordinary Least Squares (OLS) regression for the models (1a and 1b)

are shown in table 4.4. Model 1a contains all the independent and control variables as shown in
Chapter 3. The overall adjusted R-square of this model was .21, which means that 21 percent of
the variation in the use of CPMS was explained by the independent and control variables in the
model. This model was insignificant at α ≤ .05, but was marginally significant at α ≤ .10 (p-value
= .058).
The results indicated that out of eight independent variables, Collectivism, Performance
Orientation, Future Orientation, and Uncertainty Avoidance were significantly related (α ≤ .05,
one-tailed) to the extent of the use of CPMS in the manufacturing organizations in India. Out of
these four significant variables, three variables; Performance Orientation, Future Orientation, and
Uncertainty Avoidance were significant in the direction predicted in the hypotheses. Specifically,
Performance Orientation and Future Orientation are positively associated with the extent of the
use of CPMS and Uncertainty Avoidance is negatively associated with the extent of the use of
CPMS. However, contrary to the prediction in H4, Collectivism was found to be significant, but
in the opposite direction. This unexpected result will be discussed in a subsequent section (4.5.4).
Also, of the three control variables, only Environmental Uncertainty was significant.
Other control variables, Strategy Type and Organizational Structure, were not significantly
related to the extent of the use of CPMS in the Indian manufacturing sector
As reported in the Correlation table 4.3, Humane Orientation was significantly correlated
with Power Distance, Collectivism, Performance Orientation, Future Orientation, Uncertainty
Avoidance, and Assertiveness at α ≤ .001. Also, Humane Orientation was significantly correlated
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with Gender Egalitarianism at α ≤ .05. Further, an analysis of VIF revealed that Humane
Orientation (VIF = 9.73) was highly correlated with other predictors and might have biased the
results of the regression model 1a. Field (2009) suggests that high multicollinearity in the data
makes the coefficient of variables unreliable, and causes problems in truly identifying the
importance of each variable. In order to correct for high multicollinearity, Hair et al. (2006)
suggested that the highly correlated independent variable may be omitted from the set of
independent variables. As a result, Humane Orientation was removed from regression model 1b
and other analysis.
Next, I ran an OLS regression model (1b) with all variables except Humane Orientation.
The independent variables in this model are Gender Egalitarianism, Power Distance,
Collectivism, Performance Orientation, Future Orientation, Uncertainty Avoidance, and
Assertiveness. Also, similar to the first model (1a), this model (1b) contained all the three control
variables of Environmental Uncertainty, Strategy Type, and Organizational Structure. The results
of this regression model are presented in table 4.4.
The results of the regression analysis for model (1b) are an adjusted R-Square of .232, an
increase of 10.48% over the adjusted R-square of regression model (1a). This model was
significant at α ≤ .05. The results suggested that organizational culture is a significant predictor
of the extent of the use of CPMS in Indian manufacturing organizations.
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Table 4.4: OLS Regression Analysis for Models 1a and 1b
Model 1a
Variables
DV = CPMS
(α = .058)
Constant

Model 1b
DV = CPMS
(α = .036)*

4.09* (.048)

4.10* (.039)

Humane Orientation

.01 (.49)

Removed

Gender Egalitarianism

-.25(.085)

-.25 (.081)

Power Distance

.30(.113)

.30 (.097)

Collectivism

-.86*(.014)

-.86** (.008)

Performance Orientation

.81*(.012)

.81* (.011)

Future Orientation

.42*(.032)

.42*(.032)

Uncertainty Avoidance

-.48*(.043)

-.48*(.023)

Assertiveness

.01(.492)

.01 (.489)

Environmental Uncertainty

-.18*(.038)

-.18* (.032)

Organizational Structure

-.09(.213)

-.09 (.21)

Undecided Strategy

-.01(.485)

-.01(.483)

Analyzer Strategy

.21(.236)

.21(.231)

Prospector Strategy

.35(.140)

.36 (.135)

F-Value

1.96

2.19

N

48

48

R2

.43

.43

Adjusted R2

.21

.232

Independent Variables

Control Variables

*Significant at 5%, ** Significant at 1%, ***Significant at .1% (one-tailed). P-values are reported in brackets.
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Collectivism, Performance Orientation, Future Orientation, and Uncertainty avoidance
were found to be significantly related to the extent of the use of CPMS. The only control variable
that was found to be significantly related to the extent of the use of CPMS was Environmental
Uncertainty. All other control variables (Strategy and Organizational Structure) were not
significant at α ≤ .05. As a result, model (1b) (as compared to the first model (1a)) has become
more significant. In the next section, the results of each hypothesis are discussed.
Individual Hypotheses
In the literature review and hypotheses development section, eight hypotheses were
developed. Table 4.4 above reports the regression results for models 1a and 1b. Table 4.5
summarizes the results of each hypothesis. The results of each hypothesis are discussed in detail
below.
Humane Orientation (H1):
In H1, Humane Orientation was hypothesized as positively associated with the extent of
the use of CPMS. In model 1a, Humane Orientation‘s coefficient was .01, and it was
insignificant (α > .05). However, because Humane Orientation was significantly correlated with
other predictors and had a high VIF of 9.73, it was removed as a predictor of the extent of the use
of CPMS from the model 1b and all other analyses.
Gender Egalitarianism (H2):
In H2, Gender Egalitarianism was hypothesized as positively associated with the extent
of the use of CPMS in Indian organizations. The coefficient of Gender Egalitarianism was -.25,
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but this was not significant at α ≤ .05. Thus, Gender Egalitarianism also cannot significantly
predict the extent of the use of CPMS. Hence, H2 was not supported.
Table 4.5: Summary of Individual Hypotheses for Model (1b)
Hypotheses

Supported at α =.05
(One tailed)

Directional Support
(Positive or Negative
Relationship with CPMS)

H1 (Humane Orientation)

Not Included

Not Applicable

H2 (Gender Egalitarianism)

Not Supported

Not Applicable

H3 (Power Distance)

Not Supported

Not Applicable

H4 (Collectivism)

Not-Supported, Significant
in Opposite Direction

Predicted = Positive
Outcome = Negative

H5 (Performance Orientation)

Supported

Predicted = Positive
Outcome = Positive

H6 (Future Orientation)

Supported

Predicted = Positive
Outcome = Positive

H7 (Uncertainty Avoidance)

Supported

Predicted = Negative
Outcome = Negative

H8 (Assertiveness)

Not Supported

Not Applicable

Predicted = Directional prediction in the hypotheses; Outcome = Directional prediction achieved.

Power Distance (H3):
In H3, Power Distance was hypothesized as negatively associated with the extent of the
use of CPMS in Indian organizations. The coefficient of Power Distance was .30, but this was
not significant at α ≤ .05. Thus, Power Distance also cannot significantly predict the extent of the
use of CPMS. Hence, H3 was not supported.

74

Collectivism (H4):
In H4, Collectivism was hypothesized as positively associated with the extent of the use
of CPMS in Indian organizations. Prior research (House et al., 2004) had posited that
Collectivism as a dimension of culture had not been researched at the organizational level.
Contrary to the prediction in H4, Collectivism coefficient was found to be -.86, and this
coefficient was significant at α ≤ .05. In order to explore explanations for the negative
correlations between Collectivism and the extent of the use of CPMS, additional regressions
(models 2, 3, 4, and 5) were conducted. The results of these regression models and explanations
for the negative relationship between Collectivism and the extent of the use of CPMS are
provided in the next section, 4.5.
Performance Orientation (H5):
In H5, Performance Orientation was hypothesized as positively related to the extent of
the use of CPMS. Performance Oriented companies are highly ambitious, focused on achieving
improvements in products and processes through innovation, and driven by superior performance
(House et al., 2004). Given these characteristics, it was expected that these companies would
measure their performance in a holistic manner. Such companies would evaluate their
performance on multiple financial and non-financial (e.g., Customer and Innovation) indicators.
The results provided support for H5. The coefficient of Performance Orientation was .81, and
this was significant at α ≤ .05. This result indicated that a 1% increase in the organization‘s
Performance Orientation would enhance the extent of the use of CPMS by .81%. Thus,
Performance Oriented companies are increasingly likely to use CPMS to monitor their
performance.

75

Future Orientation (H6):
In H6, Future Orientation was hypothesized as positively associated with the extent of the
use of CPMS in Indian manufacturing organizations. The results supported H6. The coefficient
of Future Orientation was .42 and this was significant at α ≤ .05. The results suggested that a 1%
increase in the organization‘s Future Orientation would enhance the extent of the use of CPMS
by .42%.
Future Orientation determines the extent to which companies care about and attach
importance to their future. Research provided that companies‘ orientation towards the future is
related to decisions made in the present (Laverty, 1996; House et al., 2004). Some companies
may make decisions that affect their short-term profitability, while others may make decisions
that focus on maintaining a balance between short-term and long-term profitability, such as
investing in research and innovation and employee learning. Thus, Future Oriented organizations
are likely to increasingly use CPMS to monitor their performance on both short-term and lagging
(Financial), and long-term and leading (Customer, Efficiency, and Innovation) indicators of firm
performance.
Uncertainty Avoidance (H7):
In H7, Uncertainty Avoidance was hypothesized as negatively related to the extent of the
use of CPMS in Indian organizations. The results supported H7. The coefficient of Uncertainty
Avoidance was -.48, and this was significant at α ≤ .05. The results indicated that a 1% increase
in the organization‘s Uncertainty Avoidance would reduce the extent of the use of
comprehensive PMS by .48%. The use of subjective (i.e., non-financial) indicators in
performance evaluation is likely to cause uncertainties in performance measurement. Therefore,
it was expected that these companies were more likely to use objective rather than subjective
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indicators in their CPMS to monitor their performance. The results supported Hypothesis 7 that
Uncertainty Avoidance is negatively associated with the extent of the use of CPMS.
Assertiveness (H8):
In H8, Assertiveness was hypothesized as negatively associated with the extent of the use
of CPMS in Indian organizations. However, this variable was not significant at α ≤ .05. Hence,
Assertiveness had no impact on the extent of the use of CPMS in Indian organizations. Thus, H8
was not supported.
4.5

Components of the Dependent Variable
As mentioned before, CPMS is the composite measure that comprises the following four

components: Financial, Customer, Innovation, and Efficiency indicators. My research also
examined how different organizational culture variables are related with each of these four
components of CPMS. I did this for two main reasons:
(1) to enhance our understanding of the impact of different cultural dimensions on the use of
each of the four components of CPMS.
(2) to further identify reasons for the negative relationship between Collectivism and the extent
of the use of CPMS in this research.
Table 4.6 summarizes the results of models 2, 3, 4, and 5.
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Table 4.6: Summary of Regression Results of Models 2, 3, 4, and 5
Model 2 DV = Financial Indicators

Model 3 DV = Customer Indicators

(Significant at α ≤ .01)

(Not Significant)

Model 4 DV = Efficiency Indicators

Model 5 DV = Innovation Indicators

(Not Significant)

(Significant at α ≤ .05)

4.5.1 Financial Indicators of CPMS
Table 4.7 presents the results of regression model 2 with Financial indicators as the
dependent variable (DV). The average use of Financial indicators was 4.21 with a standard
deviation of .62. The scale used to measure the use of Financial indicators had a Cronbach‘s
alpha of .75, which is above the minimum accepted level of .70 (Hair et al., 2006). The purpose
of this model was to identify the organizational culture dimensions that were significantly related
to the use of financial measures in CPMS. This model was significant (α < .01). The adjusted RSquare was .35, meaning that 35 percent of the variation in the use of Financial indicators in
CPMS was explained by different dimensions of organizational culture.
The cultural dimensions that were significantly related to the use of Financial indicators
were Power Distance, Performance Orientation, Future Orientation, and Uncertainty Avoidance.
Performance Orientation, Future Orientation, and Power Distance are positively related to the
use of Financial indicators in CPMS. Uncertainty Avoidance is negatively associated with the
extent of the use of Financial indicators in CPMS in Indian organizations. The other
organizational culture variables, i.e., Gender Egalitarianism, Collectivism, and Assertiveness
were insignificant.

78

Table 4.7: OLS Regression for Model 3 with Financial Indicators as the DV
Variables

Model 2
DV= Financial Indicators
(α = .004)**

Constant

2.14 (.192)

Independent Variables
Gender Egalitarianism

-.20 (.150)

Power Distance

.63** (.006)

Collectivism

-.38 (.154)

Performance Orientation

.66* (.038)

Future Orientation

.67** (.004)

Uncertainty Avoidance

-.49* (.027)

Assertiveness

-.38 (.067)

Control Variables
Environmental Uncertainty

-.31** (.002)

Organizational Structure

.07 (.267)

Undecided Strategy

-.17 (.301)

Analyzer Strategy

.03 (.460)

Prospector Strategy

.36 (.149)
3.10

F-Value
N

48

R2

.515

Adjusted R2

.349

*Significant at 5%; ** Significant at 1%; ***Significant at .1% (one-tailed). P-values are reported in brackets.
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4.5.2 Efficiency Indicators of CPMS
Efficiency indicators are related to the operations of an organization. These measures
enable a company to assess its operations, processes, and products. The average use of
Efficiency indicators was 3.62 with a standard deviation of .70. The scale used to measure the
use of Efficiency indicators had a Cronbach‘s alpha of .87, which is above the minimum
accepted level of .70 (Hair et al., 2006). Table 4.8 displays the results of regression model (4)
with efficiency measures as the dependent variable (DV). This model was insignificant (α >
.05). Therefore, organizational culture dimensions are not significant predictors of the extent of
the use of Efficiency measures in CPMS.
Table 4.8: OLS Regression for Model 3 with Efficiency Indicators as the DV
Variables

Model 3
DV = Efficiency Indicators
(α = .335)

Constant

2.39 (.237)

Independent Variables
Gender Egalitarianism

-.17 (.260)

Power Distance

.38 (.131)

Collectivism

-.90* (.039)

Performance Orientation

.51 (.156)

Future Orientation

.20 (.268)

Uncertainty Avoidance

-.17 (.306)

Assertiveness

.36 (.147)

Control Variables
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Environmental Uncertainty

-.22 (.066)

Organizational Structure

.06 (.353)

Undecided Strategy

-.41 (.178)

Analyzer Strategy

.61 (.072)

Prospector Strategy

.91*(.029)

F-Value

1.18

N

48

R2

.288

Adjusted R2

.044

*Significant at 5%; ** Significant at 1%; ***Significant at .1% (one-tailed). P-values are reported in brackets.

4.5.3 Customer Indicators of CPMS
Customer indicators enable a company to focus on measures that are related to the
customers of the company. These indicators enable a company to assess its market share, and get
responses from customers on the quality of its products through customer satisfaction surveys.
The average use of Customer indicators was 3.59 with a standard deviation of .64. The scale
used to measure the use of Customer indicators had a Cronbach‘s alpha of .83, which is also
above the minimum accepted level of .70 (Hair et al., 2006). In this model (3), I assessed if
different organizational culture variables were associated with the extent of the use of Customer
measures in a company‘s CPMS. The results of the regression are presented in table 4.9. The
results indicated that the overall model (3) was insignificant at α > .05. Therefore, organizational
culture was not a significant predictor of the extent of the use of Customer measures.
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Table 4.9: OLS Regression for Model 4 with Customer Indicators as the DV

Variables

Model 4
DV = Customer Indicators
(α = .158)

Constant

7.75** (.006)

Independent Variables
Gender Egalitarianism

-.39 (.050)

Power Distance

.06 (.418)

Collectivism

-.84* (.032)

Performance Orientation

.66 (.069)

Future Orientation

.53* (.035)

Uncertainty Avoidance

-.61*(.025)

Assertiveness

-.17 (.289)

Control Variables
Environmental Uncertainty

-.18 (.078)

Organizational Structure

-.24*(.039)

Undecided Strategy

-.24 (.269)

Analyzer Strategy

-.002 (.498)

Prospector Strategy

-.08 (.422)

F-Value

1.54

N

48

R2

.345

Adjusted R2

.12

*Significant at 5%; ** Significant at 1%; ***Significant at .1% (one-tailed). P-values are reported in brackets.
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4.5.4 Innovation Indicators of CPMS
Innovation indicators aim at ―assessing the ability of employees, informational systems,
and organizational procedures to manage the business and adapt to change‖ (Hoque & James,
2000, p. 3). This research evaluated the impact of organizational culture dimensions (e.g.,
Performance Orientation and Future Orientation) on the extent of the use of Innovation
indicators in CPMS. The average use of Innovation indicators was 3.29 with a standard deviation
of .76. The scale used to measure the use of Innovation indicators had a Cronbach‘s alpha of .71,
which is above the minimum accepted level of .70 (Hair et al., 2006). Table 4.10 reports the
results of the regression model 5 with Innovation measures as the dependent variable (DV). This
model was statistically significant (α ≤ .05), which suggested that organizational culture was
found to be a significant predictor of the extent of the use of Innovation measures in CPMS. Of
all the independent variables, only Collectivism and Performance Orientation were found to be
significantly associated with the extent of the use of Innovation measures in the sample
organizations (α ≤ .05, one-tailed). The other organizational culture dimensions (e.g., Gender
Egalitarianism and Power Distance) were insignificant.
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Table 4.10: OLS Regression for Model 5 with Innovation Measures as the DV

Variables

Model 5
DV = Innovation Indicators
(α = .021)*

Constant

1.32 (.341)

Independent Variables
Gender Egalitarianism

-.02 (.466)

Power Distance

.16 (.314)

Collectivism

-1.39** (.003)

Performance Orientation

1.15* (.010)

Future Orientation

.25 (.208)

Uncertainty Avoidance

-.170 (.301)

Assertiveness

.40 (.116)

Control Variables
Environmental Uncertainty

-.25* (.037)

Organizational Structure

.16 (.144)

Undecided Strategy

.15 (.365)

Analyzer Strategy

-.13 (.369)

Prospector Strategy

-.63 (.084)

F-Value

2.42

N

48

R2

.453

Adjusted R2

.266

*Significant at 5%; ** Significant at 1%; ***Significant at .1% (one-tailed). P-values are reported in brackets.
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Table 4.11 provides a summary of the independent variables that are significantly
associated with the four components of CPMS.
Table 4.11: Significant and Non-Significant Independent and Control Variables for Models
2, 3, 4, and 5
Variables

Financial
Indicators
(Model
Significant)

Customer
Indicators
(Model
Insignificant)

Efficiency
Indicators
(Model
Insignificant)

Innovation
Indicators
(Model
Significant)

Not Significant

Not Significant

Not Significant

Not Significant

Power Distance

Significant

Not Significant

Not Significant

Not Significant

Collectivism

Not Significant

Significant

Significant

Significant

Performance
Orientation

Significant

Not Significant

Not Significant

Significant

Future Orientation

Significant

Significant

Not Significant

Not Significant

Uncertainty
Avoidance

Significant

Significant

Not Significant

Not Significant

Assertiveness

Not Significant

Not Significant

Not Significant

Not Significant

Environmental
Uncertainty

Significant

Not Significant

Not Significant

Significant

Organizational
Structure

Not Significant

Significant

Not Significant

Not Significant

Strategy

Not Significant
(All Types)

Not Significant
(All Types)

Independent
Variables
Gender
Egalitarianism

Control Variables
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Not Significant
(Prospector is
Significant)

Not Significant
(All Types)

4.5.4

Explanation for the Negative Relationship between Collectivism and the Extent of
the use of CPMS
To explore possible reasons for the negative relationship between Collectivism and the

extent of the use of CPMS, additional regressions (models 2, 3, 4, and 5) were conducted on each
of the four components (i.e., Financial, Customer, Efficiency, and Innovation indicators) of
CPMS. These regressions were conducted with all the independent and control variables as
specified in the model 1b.
Models 2 (DV = Financial Indicators) and 5 (DV = Innovation Indicators) were found to
be significant at α ≤ .05. These results suggested that organizational culture dimensions can
significantly predict only the extent of the use of Financial and Innovation Indicators in CPMS.
Models 3 (DV = Customer Indicators) and 4 (DV = Efficiency Indicators) were non-significant.
Further, in model 2 (with Financial indicators as the dependent variable), Collectivism was not
significantly related to the extent of the use of CPMS in Indian organizations. Collectivism was
only significantly related to the extent of the use of Innovation Indicators (model 5) in CPMS.
The coefficient of Collectivism in model 5 was -1.39, and this was significant at α ≤ .01 (onetailed). Thus, it can be said that the negative relationship between Collectivism and the extent of
the use of CPMS (model 1a) was primarily because of its significantly negative relationship with
the extent of the use of Innovation measures (model 5). Overall, Innovation indicators seemed to
be driving the results of the baseline regression model (1b).
It is intuitive that Collectivism as a dimension of organizational culture would be
negatively related to the extent of the use of Innovation measures. Prior research (Taras,
Kirkman, & Steel, 2010; Muller & Thomas, 2000; Shane 1993) had provided support for the
positive link between Individualism (the opposite of Collectivism) and innovation. West and Farr
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(1990, p. 9) define innovation ―as the intentional introduction and application within a role,
group or organization of ideas, processes or procedures, new to the relevant unit of adoption,
designed to signiﬁcantly beneﬁt the individual, the group, organization or wider society.‖ In a
national level study, Shane (1993) examined the role of national culture on the innovativeness of
societies, and concluded that Individualistic societies are more Innovative than Collectivist
societies. Similarly, Taras et al. (2010), in their meta-analysis of Hofstede‘s cultural dimensions,
found that individualism as a dimension of national culture is strongly related to innovation.
In an individual level study, Muller and Thomas (2000) also evaluated the link between
culture and entrepreneurial orientation of the individual. The authors defined entrepreneurial
orientation as ―a set of personal traits associated with entrepreneurial potential‖ (p. 62), and
considered innovativeness and internal locus of control as two components of an individual‘s
entrepreneurial orientation. The authors found that Individualism is associated with the increased
likelihood of entrepreneurial orientation, i.e., innovativeness and internal locus of control.
Thus, prior literature lent support for my results that Collectivism is negatively related to
Innovation. Therefore, such Collectivist organizations are not likely to use innovation measures
in CPMS to monitor performance. As mentioned above, because Collectivism was significantly
related to only Innovation measures (model 5), and model 3 (DV = Efficiency Indicators) and
model 4 (DV = Customer Indicators) were insignificant (α > .05), the negative relationship
between collectivism and the extent of the use of CPMS in model 1b seems to be driven by the
significant negative relationship between Collectivism and the Innovation indicators.
4.6

Supplemental Tests

87

As stated in Chapter 3, two supplemental tests were conducted. First, I ran a new model
after controlling for industry membership (Auto Group (1), Non-Auto Group (0)). Second, I
conducted repeated measures One-way Analysis of Variance (ANOVA) to check if there were
significant differences in the extent of the use of different indicators (i.e., Financial, Customer,
Efficiency, and Innovation). Repeated measures ANOVA was utilized because data on all the
indicators came from same respondents (i.e., same companies).
For the first test, I controlled for industry membership. I created two groups; Auto Group
(1), and Non-Auto Group (0). This model (6) was developed in Chapter 3. The purpose of this
test was to assess the robustness of my regression model (1b). I re-ran model 1b after controlling
for industry membership. The results of model (6) are provided in table 4.12. Industry
Membership was an insignificant variable in predicting the extent of the use of CPMS. Also, this
model was significant (α ≤ .05); thereby providing evidence that my baseline regression model
(1b) is robust. Collectivism, Performance Orientation, and Future Orientation were significant
predictors of the extent of the use of CPMS in Indian organizations. Out of all the control
variables, only Environmental Uncertainty was significant.
Table 4.12: OLS Regression for Model 6 with CPMS as the Dependent Variable

Variables

Model 6
DV = CPMS
(α = .026)*

Constant

3.58 (.060)

Independent Variables
Gender Egalitarianism

-.07 (.367)

Power Distance

.27 (.113)
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Collectivism

-.85** (.008)

Performance Orientation

.77* (.013)

Future Orientation

.45* (.023)

Uncertainty Avoidance

-.32 (.097)

Assertiveness

-.14 (.284)

Industry Membership
(1 = Auto Group, 0 = Non-Auto Group)

.33 (.061)

Control Variables
Environmental Uncertainty

-.19* (.027)

Organizational Structure

-.09 (.201)

Undecided Strategy

-.15 (.316)

Analyzer Strategy

.02 (.481)

Prospector Strategy

.15 (.329)

F-Value

2.30

N

48

R2

.468

Adjusted R2

.264

Significant at 5; ** Significant at 1%; ***Significant at .1% (one-tailed). P-values are reported in brackets.

For the second test, Table 4.13 reports the results of repeated measures one-way
ANOVA. The average use of Financial, Efficiency, Customer, and Innovation Measures was
4.22, 3.58, 3.57, and 3.30 respectively in the sample organizations. This suggested that sample
organizations focused most on Financial indicators and least on Innovation indicators for
monitoring company performance.
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Mauchly‘s test indicated that the assumption of Sphericity has been violated (Chi-Square
= 11.93, α ≤ .05), therefore, the degrees of freedom were corrected using Greenhouse-Geisser
procedure (Field, 2009). The overall results indicated that sample companies utilized different
performance indicators differently (F = 2.57, 120.87) = 25.72, α ≤ .001). Pairwise comparisons
were conducted using Bonferroni correction between the following six pairs: (FIN-CUS), (FINEFF), (FIN-INO), (CUS-EFF), (CUS-INO), and (EFF-INO). A Bonferroni correction was
applied so that Type 1 error does not inflate (Field, 2009).
The first pairwise comparison (FIN-CUS) reported that the mean difference between the
use of Financial and Customer measures was .65, and this difference was statistically significant
(α ≤ .001). It indicated that the sample companies utilized Financial indicators more than the
Customer indicators to measure performance.
The second pairwise comparison (FIN-EFF) reported that the mean difference between
the use of Financial and Efficiency measures was .64, and this difference was significant (α ≤
.001). It meant that companies utilized Financial indicators more than the Efficiency indicators to
monitor their performance.
The third pairwise comparison (FIN-INO) reported that the mean difference between the
use of Financial and Innovation measures was .91, and this difference was significant (α ≤ .001).
This suggested that companies used Financial indicators more than Innovation indicators to
monitor their performance.
Overall, it can be concluded that the sample organizations utilized financial indicators
more than all other non-financial indicators (i.e., Customer, Efficiency, and Innovation) to
monitor their performance.
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The fourth pairwise comparison (CUS-EFF) reported that the mean difference between
the use of Customer and Efficiency measures was -.004. However, this mean difference was not
statistically significant (α > .05). This suggested that companies used Efficiency and Customer
Indicators to a similar extent to monitor their performance.
The fifth pairwise comparison (CUS-INO) reported that the mean difference between the
use of Customer and Innovation measures was .27, and this difference was also not statistically
significant (α > .05). This suggested that companies used Customer and Innovation indicators to
a similar extent to monitor their performance.
The last pairwise comparison (EFF-INO) reported that the mean difference between the
use of Efficiency and Innovation indicators was .27, and this difference was also not statistically
significant (α > .05). This suggested that companies used Efficiency and Innovation indicators to
a similar extent to monitor their performance.
Overall, sample organizations utilized financial performance indicators more than nonfinancial (i.e., Customer, Efficiency, and Innovation) indicators to monitor firm performance.
However, there was no difference in the use of any of three non-financial indicators. These
results suggested that companies utilized all the non-financial indicators to a similar extent.
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Table 4.13: Pairwise Comparisons between pairs of components of CPMS
Pairwise Comparisons

Mean Difference

Significant or Non-Significant

FIN-CUS (pair 1)

.64 (< .001)

Significant***

FIN-EFF (pair 2)

.91(< .001)

Significant***

FIN-INO (pair 3)

.65 (< .001)

Significant***

CUS-EFF (pair 4)

-.004 (1.000)

Non-Significant

CUS-INO (pair 5)

.27 (.255)

Non-Significant

EFF-INO (pair 6)

.27 (.157)

Non-Significant

FIN = Financial Indicators; CUS = Customer Indicators; EFF = Efficiency Indicators; INO = Innovation Indicators;
*Significant at 5%; ** Significant at 1%: ***Significant at .1%. P-values are reported in brackets.

The results indicate that organizational culture is a significant predictor of the extent of
the use of CPMS in Indian manufacturing organizations. Specifically, Performance Orientation
and Future Orientation are positively associated with the extent of the use of CPMS, and
Uncertainty Avoidance is negatively associated with the extent of the use of CPMS in Indian
organizations. The final chapter concludes the results obtained in this chapter, states the
limitations of the research, and suggests opportunities for future research.
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CHAPTER 5
CONCLUSION, LIMITATIONS, AND FUTURE RESEARCH

This chapter concludes the findings of the research, identifies the limitations, and
suggests directions for future research.
I examined the influence of organizational culture on the extent of the use of
Comprehensive Performance Measurement Systems (CPMS) in Indian manufacturing
organizations. Specifically, I examined the impact of eight organizational culture dimensions
(Humane Orientation, Gender Egalitarianism, Power Distance, Collectivism, Future Orientation,
Performance Orientation, Uncertainty Avoidance, and Assertiveness) on the extent of the use of
CPMS. The theoretical framework for this research was based on the Contingency Approach to
Management Accounting (Otley, 1980), and the Globe Study (House et al., 2004).
―The Contingency Approach to Management Accounting is based on the premise
that there is no universally appropriate accounting system which applies equally to all
organizations in all circumstances. Rather, it is suggested that particular features of an
appropriate accounting system will depend upon the specific circumstances in which an
organization finds itself‖ (Otley, 1980, p. 413). The Contingency Approach has been utilized
extensively in the accounting literature (Christ & Burritt, 2012; Fullerton et al., 2012; Kallunki et
al., 2011; Balsam et al., 2011; Abdel-Maksoud et al., 2005; Chenhall, 2003; Gul & Chia, 1994;
Chenhall & Morris, 1986). These studies identified contextual variables (such as organizational
size and environmental uncertainty) that explain the use of different aspects of management
control systems such as the CPMS in the present study.
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In this research, the Contingency Approach to Management Accounting (Otley, 1980)
was utilized to examine the relationship between organizational culture and the extent of the use
of CPMS, a type of management control system that companies utilize to monitor organizational
performance. In the current research, Balanced Scorecard (BSC) was used as a proxy to CPMS.
The Globe Study (House et al, 2004) was utilized to measure organizational culture.
Specifically, I evaluated how each of eight organizational culture dimension from the Globe
Study (House et al., 2004) affects the extent of the use of CPMS in organizations. The Globe
Study (House et al., 2004, p.15) defines culture as ―shared motives, values, beliefs, identities,
and interpretations or meanings of significant events that result from common experiences of
members of collectives and are transmitted across age generations.‖ Each organizational culture
dimension (Humane Orientation, Gender Egalitarianism, Power Distance, Collectivism,
Performance Orientation, Future Orientation, and Assertiveness) was utilized to develop a
hypothesis.
Data were collected from 48 manufacturing organizations in India. Two surveys, Survey
A and B, were utilized to collect data on organizational culture, CPMS, and control variables in
each of the 48 companies. Conducting regression analyses on the data from manufacturing
organizations in India, I found an overall support for the central theme of this study that
organizational culture influences the extent of the use of CPMS. Specifically, out of eight
organizational culture dimensions of the Globe Study (House et al., 2004), four dimensions
(Collectivism, Future Orientation, Performance Orientation, and Uncertainty Avoidance) were
found to be significantly related to the extent of the use of CPMS. Two of them, Future
Orientation and Performance Orientation, were found to be positively associated to the extent of
the use of CPMS in Indian manufacturing organizations. The other two dimensions, Collectivism
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and Uncertainty Avoidance, were found to be negatively associated to the extent of the use of
CPMS.
These findings provide evidence that high Future Oriented and Performance Oriented
companies are more likely to use multiple performance indicators in their CPMS to monitor their
performance. On the other hand, high Collectivist (or low individualistic) and Uncertainty
Avoidance companies are less likely to use multiple performance indicators in their CPMS.
As noted above, the findings on Collectivism were the opposite of what was hypothesized
in H4. To get a better understanding of how each organizational culture dimension is related to
the use of all four components of CPMS, I conducted four additional regressions (Models 2, 3, 4,
and 5). One sub-purpose of conducting these regressions was to identify the reasons for the
negative relationship between Collectivism and the extent of the use of CPMS.
The findings suggested that only models 2 (Financial Indicators) and 5 (Innovation
Indicators) were significant. This implied that organizational culture is a significant predictor
only of the extent of the use of Financial and Innovation Indicators in CPMS. Further evaluation
revealed that Collectivism dimension of organizational culture was significantly negatively
related to the extent of the use of Innovation indicators in CPMS. Also, Collectivism was not
significantly related to the use of Financial indicators (model 2) in a company‘s CPMS. Finally,
models 3 (DV = Efficiency indicators) and 4 (DV = Customer indicators) were not significant.
Therefore, it appears that the negative relationship between Collectivism and the use of
Innovation indictors is responsible for the negative relationship between Collectivism and the
extent of the use of CPMS in my baseline regression model (1b).
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Finally, the regression model‘s robustness was assessed by conducting an additional
regression (model 6) after controlling for industry membership. Model 6 was found to be
statistically significant. Thus, organizational culture was found to be a significant predictor of the
extent of the use of CPMS in Indian organizations even after controlling for industry
membership.
5. 1

Contributions to the Accounting Literature
This research makes significant contributions to the accounting literature. It enhances the

understanding of the factors that impact the use of CPMS in organizations. This research found a
significant relationship between organizational culture and the extent of the use of CPMS.
Another contribution of this research is that it extends our understanding of CPMS (a
type of MCS) in an emerging market country, India. Reports from McKinsey (2012) suggested
that India has a huge potential to grow and attain manufacturing leadership in the world. Despite
the growing role of India in the world economy and it being identified as a BRIC nation (Kumar,
Mudambi, & Gray, 2013), accounting research has not yet paid much attention to understanding
management control systems in India (Kallapur & Krishnan, 2009). So far, only a few studies
(Anand et al., 2006; Sulaiman et al., 2004; Joshi, 2001) have examined management accounting
practices in India. The findings of the current research extend our understanding of the
organizational culture factors that are related to the use of CPMS in India.
This research also contributes to the accounting literature by examining the impact of
previously untested organizational culture dimension of Performance Orientation on the extent of
the use of CPMS in Indian Organizations. The Globe Study (House et al., 2004) was the first
study to conceptualize Performance Orientation as a dimension of organizational culture. In this
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research, I found that Performance Orientation is positively related to the extent of the use of
CPMS in Indian organizations. This result has advanced our understanding of how new
organizational culture dimensions can affect the use of CPMS in organizations.
Last, this research also examined the relationship between organizational culture and the
extent of the use of individual components (Financial, Customer, Efficiency, and Innovation
Indicators) of CPMS. Specifically, I found that organizational culture is a significant predictor of
the extent of the use of Financial and Innovation Indicators in CPMS implemented in
manufacturing organizations in India. Also, this contributes to the accounting literature by
identifying organizational culture dimensions (such as Uncertainty Avoidance and Performance
Orientation) that are related to the extent of the use of financial and non-financial performance
Indicators in CPMS and the Balanced Scorecard. This is probably the first study that assesses the
impact of each organizational culture dimension on the use of each performance indicator (i.e.,
Financial, Customer, Efficiency, and Innovation) in CPMS.
5.2

Contribution for Managers
Managers can also benefit from the findings of my research. This research identifies

organizational culture dimensions that are positively or negatively related to the extent of the use
of CPMS. Specifically, Performance Orientation and Future Orientation were found to be
positively related to the extent of the use of CPMS. Also, Uncertainty Avoidance was negatively
related to the extent of the use of CPMS. Prior research (Davis & Albright, 2004; Hoque &
James, 2000) identified the positive effects of implementing BSC (a type of CPMS) on
organizational performance. Top managements interested in successfully implementing CPMS to
enhance organizational performance may have to first ensure that their organizations have
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cultures that support the use of CPMS. The findings of my research may provide guidance as to
which organizational culture dimensions support the use of CPMS.
Tung (2008) argues that culture evolves overtime. Therefore, I believe that top
managements may also be able to change organizational culture if their current corporate culture
is not suitable for successful implementation of CPMS. This change may be gradual, but may
eventually ensure implementation of CPMS for organizational success.
5.3

Limitations and Future Research
As with any survey-based research, the current research suffered from certain limitations.

I discuss three limitations of this research, and provide directions for future research:
One, the research was limited to studying manufacturing organizations in only one
country, India. One advantage of utilizing this approach is the ability to control for national
culture. However, the findings of this study may lack generalizability to manufacturing
organizations in other countries. Future researchers could conduct similar research in
manufacturing organizations in other countries to verify and support the findings of this research.
Also, interested researchers could conduct similar research in the service sector. This would
involve designing new measures of financial and non-financial indicators that are relevant to the
service sector, and determining if the results of the present study are also generalizable to the
service sector organizations.
Two, the sample size was limited to only 48 companies. Given the design of this
research, the overall data requirements are extensive. The concept of organizational culture
involves gathering multiple data points in every organization. In my research, I was able to
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gather data from 1,126 respondents in 48 companies. In the future, researchers could utilize
larger samples to provide more robust results.
Three, this is not a dynamic study. Being static in nature, the study fails to capture the
impact of evolution of organizational culture and CPMS over time. Tung (2008) stated that
assuming cultural stability within a country is incorrect. Therefore, it would be interesting to
conduct similar research by re-collecting data after some time (say 5-10 years from now). I leave
this area to be examined by future researchers.
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APPENDIX
Appendix 1.1
Normality Tests
The table below reports the Shapiro-Wilk normality Tests.
Variable

Shapiro-Wilk
Statistic

Test Significant

Is Data Normal?

CPMS

D(48) = .97

No

Yes

GE

D(48) =.97

No

Yes

PD

D(48) =.94

No

Yes

COLL

D(48) =.98

No

Yes

PO

D(48) =.96

No

Yes

FO

D(48) =.97

No

Yes

UA

D(48) =.96

No

Yes

AST

D(48) =.99

No

Yes

CPMS = Comprehensive Performance Measurement Systems; HO = Humane Orientation; GE = Gender
Egalitarianism; PD = Power Distance; COLL = Collectivism; PO = Performance Orientation; FO =
Future Orientation; UA = Uncertainty Avoidance; AST = Assertiveness.
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Appendix 1.2:
Collinearity Statistics
The Table below reports the Variance Inflation Factor (VIF), which is used to assess
multicollinearity in the data.
Variable

Variance Inflation Factor

GE

1.53

PD

3.10

COLL

4.49

PO

5.36

FO

5.27

UA

4.17

AST

2.18

GE = Gender Egalitarianism; PD = Power Distance; COLL = Collectivism; PO = Performance
Orientation; FO = Future Orientation; UA = Uncertainty Avoidance; AST = Assertiveness.
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Appendix 2.1
SURVEY A
Instructions
The authors are interested in your beliefs about what the norms, values, and practices are in the
organization in which you work. In other words, we are interested in the way your organization is—
not the way you think it should be.
There are no right or wrong answers, and answers do not indicate goodness or badness of the
organization. Please respond to the questions by circling the number that most closely represents
your observations about your organization.


In this organization, orderliness and consistency are stressed, even at the expense of
experimentation and innovation.
neither agree
nor disagree

strongly agree

1


2

3

4

strongly disagree

5

6

In this organization, people are generally:
non-aggressive

aggressive

1


2

3

4

5

6

1

take events as
they occur

2

3

4

5

6

7

In this organization, the accepted norm is to:
plan for
the future

1


7

The way to be successful in this organization is to:
plan ahead



7

accept the
status quo

2

3

4

5

6

7

In this organization, a person’s influence is based primarily on:
one‘s ability and
contribution to the
organization

1

the authority of
one‘s position

2

3

4
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5

6

7



In this organization, people are generally:
assertive

1


non-assertive

2

3

5

6

1

neither agree
nor disagree

2

3

4

strongly disagree

5

6

1

spontaneous,
planned less than one
hour in advance

2

3

4

5

6

7

In this organization, people are generally:
not at all concerned
about others

very concerned
about others

1


7

In this organization, meetings are usually:
planned well in
advance (2 or more
weeks in advance)



7

In this organization, managers encourage group loyalty even if individual goals suffer.
strongly agree



4

2

3

4

5

6

7

In this organization, people are generally:
non-dominant

dominant

1


2

3

5

6

7

In this organization, group members take pride in the individual accomplishments of
their group manager:
neither agree
nor disagree

strongly agree

1


4

2

3

4

strongly disagree

5

6

7

The pay and bonus system in this organization is designed to maximize:
individual interests

1

collective interests

2

3

4
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5

6

7



In this organization, subordinates are expected to:
question their boss
when in disagreement

obey their boss
without question

1


2

3

4

5

6

7

In this organization, people are generally:
tender

tough

1


2

3

1

7

2

3

4

strongly disagree

5

6

7

In this organization, most work is highly structured, leading to few unexpected events:

1

neither agree
nor disagree

2

3

4

strongly disagree

5

6

7

In this organization, men are encouraged to participate in professional
development activities more than women:
neither agree
nor disagree

strongly agree

1


6

neither agree
nor disagree

strongly agree



5

In this organization, employees are encouraged to strive for continuously improved
performance:
strongly agree



4

2

3

4

strongly disagree

5

6

7

In this organization, major rewards are based on:

only performance
effectiveness

1

only factors other than
performance
effectiveness (for
example, seniority or
political connections)

performance effectiveness
and other factors (for
example, seniority or
political connections)

2

3

4
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5

6

7



In this organization, job requirements and instructions are spelled out in detail so
employees know what they are expected to do
strongly agree

1


neither agree
nor disagree

2

3

5

6

1

somewhat
rewarded

2

3

4

not
rewarded

5

6

1

not at all sensitive
towards others

2

3

4

5

6

1

women

2

3

4

5

6

1

neither agree
nor disagree

2

3

4

strongly disagree

5

6

7

In this organization, people are generally:
very unfriendly

very friendly

1


7

In this organization, group managers take pride in the individual accomplishments of
group members:
strongly agree



7

In this organization, physically demanding tasks are usually performed by:
men



7

In this organization, people are generally:
very sensitive
towards others



7

In this organization, being innovative to improve performance is generally:
substantially
rewarded



4

strongly disagree

2

3

4

5

6

7

In this organization, people in positions of power try to:
increase their social
distance from less
powerful individuals

decrease their social
distance from less
powerful individuals
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1


2

3

4

1

neither agree
nor disagree

2

3

4

1

strongly disagree

5

6

neither agree
nor disagree

2

3

1

4

strongly disagree

5

6

2

3

4

5

6

7

In this organization, people are generally:

1

not at all
generous

2

3

4

5

6

7

In this organization:

1

individualism is
more valued than
group cohesion

group cohesion and
individualism are equally
valued

group cohesion is
valued more than
individualism



7

take a great deal of
pride in working for
this organization

take a moderate amount
of pride in working for
this organization

very
generous



7

Members of this organization:
take no pride in
working for this
organization



7

In this organization, most employees set challenging work goals for themselves:
strongly agree



6

In this organization, employees feel loyalty to the organization:
strongly agree



5

2

3

4

5

6

7

In this organization, most people believe that work would be more effectively managed
if there were:
about the same
number of women in
a position of
authority as there are
now

many more women
in a position of
authority than there
are now

1

2

3

4
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fewer women in a
position of
authority than there
are now

5

6

7



When people in this organization have serious disagreements with
each other, who do they tell about the disagreements?
only other members
of the work group

no one

1


2

3

4

5

6

7

This organization shows loyalty toward employees:
neither agree
nor disagree

strongly agree

1


anyone they
want to tell

2

3

4

strongly disagree

5

6

7

What percentage of management positions in this organization are filled by women?
less than
10%

1

10-25%

2

26-44%

3

45-55%

4

Thank you for your participation in this survey.
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56-75%

76-90%

5

6

more than
90%

7

Appendix 2.2
SURVEY B
This survey deals with understanding the Performance Measurement Systems (PMS)
implemented at your organization. This survey contains four Sections (Section A, Section B,
Section C, Section D, and Section E). There are no right or wrong answers, and answers do not
indicate goodness or badness of the organization. Please respond to the questions by circling the
number that most closely represents your observations about your organization.
Section A: Please answer the following questions:
Q1: Listed below are a number of indicators that are frequently used to monitor performance of a
firm. Please rate the extent to which each of the following indicators is currently used in your
organization by circling the appropriate number. 1 = not at all; 2 = to a very little extent; 3 = to
some extent; 4 = to a considerable extent; and 5 = to a great extent.
A. Financial indicators
Operating Income..................................................

1

2

3

4

5

Sales Growth .........................................................

1

2

3

4

5

Return-on-investment ...........................................

1

2

3

4

5

Rate of material scrap loss ....................................

1

2

3

4

5

Labor efficiency variance .....................................

1

2

3

4

5

Material efficiency variance .................................

1

2

3

4

5

Manufacturing lead-time .......................................

1

2

3

4

5

Ratio of good output to total output ......................

1

2

3

4

5

Percentage defective products shipped .................

1

2

3

4

5

Number of new patents .........................................

1

2

3

4

5

Number of new product launches .........................

1

2

3

4

5

Time-to-market new products ...............................

1

2

3

4

5

B. Efficiency and quality indicators

C. Innovation indicators
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1 = not at all; 2 = to a very little extent; 3 = to some extent; 4 = to a considerable extent; and
5 = to a great extent.
D. Customer satisfaction indicators
Market share..........................................................

1

2

3

4

5

On-time delivery ...................................................

1

2

3

4

5

Number of customer complaints ...........................

1

2

3

4

5

Survey of customer satisfaction ............................

1

2

3

4

5

Percentage of shipments returned due to poor quality

1

2

3

4

5

Length of cycle time from order to delivery .........

1

2

3

4

5

Warranty repair cost ..............................................

1

2

3

4

5

Customer response time ........................................

1

2

3

4

5

Section B: Please answer the following questions:
Q1: How predictable/unpredictable is each of the following in the context of your business unit?
Please respond to the following questions by circling the number that most closely represents your
observations about your organization.
Example: Weather patterns in your city in winters are predictable/ unpredictable. You may choose
1 to indicate predictability or 7 to indicate unpredictability or any other number between 1-7.

Unpredictable

Predictable










Manufacturing and service technology ......................
Competitors‘ actions ..................................................
Market demand ..........................................................
Product attributes/design ............................................
Raw material availability ...........................................
Raw material price .....................................................
Government regulation ....... ......................................
Labor union actions....................................................
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1
1
1
1
1
1
1
1

2
2
2
2
2
2
2
2

3
3
3
3
3
3
3
3

4
4
4
4
4
4
4
4

5
5
5
5
5
5
5
5

6
6
6
6
6
6
6
6

7
7
7
7
7
7
7
7

Section C: Please answer the following questions:
Q1: Which one of the following descriptions most closely fits your organization compared to
other firms in the industry? (Please consider your company as a whole and note that none of the
types listed below is inherently "good" or "bad."). Please circle only one type (out of the four
types).
Type 1

This type of organization attempts to locate and maintain a secure niche in a relatively
stable product or service area. The organization tends to offer a more limited range of
products or services than its competitors, and it tries to protect its domain by offering
higher quality, superior service, lower prices, and so forth. Often this type of
organization is not at the forefront of developments in the industry – it tends to ignore
industry changes that have no direct influence on current areas of operation and
concentrates instead on doing the best job possible in a limited area.

Type 2

This type of organization typically operates within a broad product-market domain
that undergoes periodic redefinition. The organization values being "first in" in new
product and market areas even if not all of these efforts prove to be highly profitable.
The organization responds rapidly to early signals concerning areas of opportunity,
and these responses often lead to a new round of competitive actions. However, this
type of organization may not maintain market strength in all of the areas it enters.

Type 3

This type of organization attempts to maintain a stable, limited line of products or
services, while at the same time moving out quickly to follow a carefully selected set
of the more promising new developments in the industry. The organization is seldom
"first in" with new products or services. However, by carefully monitoring the actions
of major competitors in areas compatible with its stable product market base, the
organization can frequently be "second in" with a more cost-efficient product or
service.

Type 4

This type of organization does not appear to have a consistent product-market
orientation. The organization is usually not as aggressive in maintaining established
products and markets as some of its competitors, nor is it willing to take as many
risks as other competitors. Rather, the organization responds in those areas where it is
forced to by environmental pressures.
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Section D: Please respond to the questions by circling the number that most closely represents
your observations about your organization.
Q1: To what extent has authority been delegated to the appropriate senior managers for each of
the following classes of decisions? (Please rate actual, rather than stated, authority).
No Delegation

a)
b)
c)
d)
e)

Development of new products or services ......................
The hiring and firing of managerial personnel ...............
Selections of large investments ........................................
Budget allocations ............................................................
Pricing decisions ..............................................................

1
1
1
1
1

2
2
2
2
2

Full Delegation

3
3
3
3
3

4
4
4
4
4

5
5
5
5
5

6
6
6
6
6

7
7
7
7
7

Q2: Which of the following best characterizes the specification of actual job tasks in your firm?
No formal description
of tasks exists

Tasks are clearly
defined

1

2

3

4

5

6

7

Q3: Most operating decisions are made at:
The senior
executive level

1

The lower
managerial level

2

3

4

5

6

7

Q4: The managerial styles (modes of decision making) of your firm‘s senior managers are:
Expected to conform
to a particular style

1

Allowed a wide range
from formal to informal

2

3

4

5

6

7

Q5: Does your firm publish an employee's manual? No or Yes (Please Circle one).
If yes, how complete is it?
Only the most basic tenets
are outlined, leaving many
questions unanswered

Detailed descriptions
of employee tasks and
rights are provided

1

2

3

4
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5

6

7

Section E: Please answer the following questions.
Q1: Please place an X in front of the phrase below which best describes your organization‘s
primary business activity.
............Food, Beverage and Tobacco Manufacturing
............Textile, Clothing, Footwear and Leather Manufacturing
............Wood and Paper Product Manufacturing
............Printing, Publishing and Recorded Media
............Petroleum, Coal, Chemical and Associated Product Manufacturing
............Non-Metallic Mineral Product Manufacturing
............Metal Product Manufacturing
............Machinery and Equipment Manufacturing
............Other Manufacturing (please specify)_________________________________

Thank you for your participation in this survey!
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